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Exhibit 53: AOL International Timeline
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March 1, 1995:

November 28, 1995:
January 31,1996:
March 18, 1996:
May 8,1996:
April 15, 1997:
October 7, 1997:

February 10, 1998:
October 7, 1998:
December 15, 1998:
January 26, 1999:
September 28, 1999:
October 14, 1999:

November 16, 1999:
January 20, 2000:

Source: Company reports

Joint venture with Bertelsmann announced to create European online
ventures
AOL Germany launched
AOL UK and AOL Canada launched
AOL France launched
Formation of AOL Japan in a joint venture with Mitsui and Nikkei
AOL Japan launched
AOL and Bertelsmann announced plans to launch online service in
Australia
AOL and CIC announced plans to launch online service in Hong Kong
AOL Australia launched
AOL and Cisneros Group announced Latin America joint venture
AOL surpassed 3 million intemational AOL and CompuServe members
AOL Hong Kong launched
AOL Germany became the first international AOL service to surpass
one million subscribers
AOL Brasil launched
AOL Latin America filed a registration statement with the SEC for an
IPO

In the sections that follow we provide brief descriptions of the various international Internet
markets followed by projections for the AOL service in each market. There are se\'eral
points worth making about the assumptions behind our projections:

1. We believe there \vill be greater competition among ISPs internationally due largely to:
(1) the lack of a true market leader, as is the case in the U.S. (AOL); (2) a telephone fee
structure in some markets allowing carriers to subsidize low-cost (and free) ISP services;
and (3) earlier stage in development of the general online market, where brand loyalty
and differentiated content have yet to form. Therefore, we are projecting a lower
subscriber share for each of the international AOL joint ventures than the 40%-50° (,

shares we project for AOL domesticall\'.

2. \X'e believe subscription services will continue to drive international reyenues, at least in
the near term. "(bile we project the domestic .-\OL service \vill derive nearly 70% of its
total revenues from advertising and e-commerce b,' 2008 (up from an estimated 25°,0

this year), our 2008 revenue projections for most international territories call for a 40° 0-­
50° '0 revenue contribution from advertising/e-commerce.

3. We are modeling EBITDA margin expansion to the 7° 0--15°'0 range by 2003, reaching
20';'0--25° ° by 2005. Profitability gains should be driven b,' the company's ability to (1)
leverage marketing and product development costs of its domestic service, and (2)
benefit from declining carrier costs in several markets as these markets deregulate and

become more open to competition.

4. \'\;'e value the AOL international joint ventures on the same basis as we do the domestic

service (eight-year DCF analysis). \X'c adjust our valuations by (1) assuming a terminal
growth rate 100-200 bps faster internationally (due to the relative immaturity of the

markets) and adding a 50-tOO bps risk premium to the assumed weighted average cost
of capital. .
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Canada

Exhibit 54: AOL Canada Dial-Up Subscription Revenue Projections
1_-: 1_ - 2IlO'IE ~ZI: z003E 211CME z005E 2GOlIE 2007E 200lIE

AOL Canada
Subscnbers (millions l

Beginning 0305 0476 0.836 1339 1832 2105 2209 2161 2008 1794
Gross Additions 0.200 0400 0600 0700 0630 0.567 0482 0410 0348 0296
Chum

(% of Beginnlng Subscnbers) 9.5% 8.5% 11.5% 15.5% 195% 220% 240% 26.0% 28.0% 30.0%
Subscnbers 100291 10.0401 10.096) 10208) 10.357) 10463) 10.5301 10562 (05621 10.5381

Net Additions 0171 0.360 0504 0492 0.273 0.104 0048 01521 02141 102421
Ending 0476 0836 1.339 1.832 2105 2209 2.161 2008 1794 1552

% Change 75.5% 60.3% 36.8% 14.9% 49% ·2.2% .7,0% -107% -135%

Ayerage 0.391 0656 1.088 1.566 1.968 2.157 2.185 2.084 1.901 1.673

x Average Monthly Subscnptlon Ra1e $1700 $16.15 $1502 $13.97 $12.57 $11.31 $1018 59.16 5625 $742
% Change 00% -5.0% -7.0% -7.0% -10.0% -10.0% -10.0% -100% -10.0% -10.0%

Total AOL Subscription Revenues 79.7 127.1 196.0 265.8 296.9 292.8 266.9 229.2 188.2 149.0
% Change 59.5% 54.2% 35.6% 11.7% -1.4% -8.8% -14.1% -17.9% -20.8%

CompuS"",e Canada:
Subscribers (millions):

Beginning 0045 0.055 0.070 0.086 0.292 0.432 0.513 0.539 0536 0.514
Gross AdditIOns 0.014 0020 0025 0.220 0.198 0.178 0.151 0.129 0.109 0.093
Chum:

(% of Beg,n..ng Subscnbers) 10.0% 9.0% 12.0% 16.0% 20.0% 22.5% 24.5% 24.5% 24.5% 24.5%
Subscnbers 10.005\ 10.005\ 10.008\ 10.014\ 10.058\ 10.0971 10.126\ 10.132 10.1311 10.126

Net Addilions 0.010 0.015 0.017 0.206 0.140 0.081 0.026 0.003 0.022 0.033
Ending 0.055 0.070 0.086 0.292 0.432 0.513 0.539 0.536 0.514 0.481

% Change 27.7% 23.9% 239.1% 47.7% 18.8% 5.0% -0.6% -4.1% -6.4%

Average 0.050 0.062 0.078 0.189 0.362 0.472 0.526 0.537 0.525 0.497

x Average Monthly SubscnptlOn Rate $15.00 $14.55 $14.11 $13.41 $12.47 $11.47 $10.32 $929 $8.36 $7.53
% Change 1.0% -3.0% -3.0% -5.0% -7.0% -8.0% -10.0% -10.0% ·10.0% -10.0%

Total CompuServe Subscnption Reve"'es 9.0 10.8 13.2 30.5 54.2 65.0 65.2 59.9 52.6 44.9
%Cha.- 21.0% 21.8% 130.9% 77.9% 20.0% 0.2% -8.1% ·12.1% -147%

Source, Credit Lyonnais securities estimates
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Exhibit 55: AOL Canada Broadband Subscription Revenue Projections- """,,: ~I: :zuv:n: 2_ 2005E - 20011: ...."""
Broadband AOl PC

Canadian HHs Passed by Cable 8.0 82 84 86 87 89 89 90 9 ,
% Atflltaled WIth AOl 50'·, 70% 120% 50,OC/I) 650°/0 75,0% 800% 830'" 8S 0'·
AOL-Affihated HHs Passed 04 06 1.0 4.3 57 66 7 1 75 7 7

Percent Upgraded for HSD 60.0% 70.0% 80,0% 850%. 900~/., 92 0% 93_0%~ 940%) 950',
Upgraded MSO Um ....erse 02 0.4 08 3.7 51 61 66 70 73

Subscnbers
Beglnnmg 0.000 0.000 0012 0.056 0.366 0665 0975 1,195 , J76

Additions 0002 0012 0.044 0310 0.299 0.310 0.220 0.282 0.177
Ending 0002 0012 0056 0.366 0.665 0975 1 195 1476 1 653
A'Jerage 0001 0.006 0.034 0.211 0.516 0820 1085 1335 1565

% Penetration of Upgraded MSO Homes Passed 10% 30% 7.0% 10.0% 13.0% 16.00/a 18.0% 21,0% 22.5%

Average Monthly Subscription Fee 539.95 538.75 53681 53424 53150 528.35 525.51 52296 520.67
0/1) Change -3.0% -5.0% -1.0% -8.0% -10.0% -10.0% -10.0% ·100'%1

Total SUbsCription Annual Suscriptlon Payments 0.6 2.8 15.1 86.8 1949 279.0 332.1 3679 38B.O

x 30% =AOL Cabl, Modem Broadband PC ReYlinues 0.2 0.8 4.5 26.0 58.5 83.7 99.6 110.4 116.4

% Chanqe 387.2% 440.1% 473.5% 124.5% 43.1% 19.1% 10.8% 5.5'%

AOL DSL Canada:
Canadian HHs 10.0 10.1 10.2 10.3 10.4 10.5 10.6 10.7 108

% Coverage via Bell Nexxia 90.0% 90.0% 90.0% 90.0% 90.0% 90.0% 90.0% 90.0% 90,0°/0
Belt Nexxia Coverage 90 91 9.2 93 9.4 9.5 9.6 9.6 9.7

% DSL Coverage 25.0% 45.0% 60.0% 70.0% 75.0% 80.0% 83.0% 85.00/. 87.0%

DSL Homes Passed 2.3 4.1 55 6.5 7.0 1.6 7.9 82 8.5

Subscribel'5
Beginning 0000 0.000 0.072 0.179 0.406 0.661 0.889 1.051 1.210

Additions 0.023 0.072 0.101 0221 0.262 0.222 0.162 0.159 0.126

Ending 0.023 0.072 0.179 0.406 0.667 0.889 1.051 1.210 1.335

Average 0.011 0.036 0.125 0.292 0.536 0.778 0.970 1.130 1.273

% Penetration of DSl Homes Passed 1.0% 1.8% 3.3% 6.3% 9.5% 11.8% 13.3% 14.8% 15.8%

Ayerage Monthly Subscription Fee 542.00 540.14 538.10 535.99 533.11 529.80 526.82 524.14 521.73

% Change ·3.0% ·5.0% -1.0% ·8.0% ·10.0% -10.0% ·10.0% -10.0%

Talal Subscription Annual Suscription Payments 5.7 17.5 58.2 126.3 213.2 218.3 312.2 327.4 331.8

• 30% =AOl. DSL Broadbllnd PC R...n.... 1.1 5.2 11.5 31.8 64.0 83.5 93.1 98.2 99.5

% Chanqe 208.6% 232.6% 117.0% 68.8% 30.6% 12.2% 4.9% 1.3%

AOL TV'
Intemet-TV Households (CLS estimates and Next Century Media) 0.5 0.8 1.2 1.6 2.3 3.2 3.9 45 4.9

% of TV Househofds 5.0% 8.0% 12.0% 16.0% 22.0% 30.0% 37.0% 42.0% 45.0%

AOL TV'
Subscnbers:

Beginning 0.000 0008 0.032 0086 0.247 0435 0.662 0.903 1.081

Additions 0.100 0.025 0.053 0.162 0.188 0.227 0.241 0.117 0089

Ending 0.008 0.032 0.086 0.247 0.435 0662 0.903 1081 1169

Average 0004 0.020 0.059 0.166 0.341 0.549 0.783 0.992 1125

% 01 Total Canadian Interne1-TV Households 15% 4.0% 7.0% 15.0% 19.0% 21.0% 23.0% 24.0% 24.0%

Average ~thly Subscription Fee 530.00 53000 528.50 527.08 525.72 52444 522.12 521.13 519.65

Tolal Subscription Annual Suscription Payments 1.4 7.2 20.2 541 105.3 160.8 2135 2516 2654

x 30'1. :: AOl TV Revenue. 0.4 2.2 6.1 16.2 31.6 48.3 64.0 75.5 79.6

% Change 430.9% 181.5% 168.0% 94.7% 52.8% 32.7% 17.9% 5.5%

Consolid.tR Company.-Wlde Subscription Revenue. 88.6 140.2 211.4 324.3 431.3 511.9 541.5 546.5 524.9 489.5

% Chanqe 58.2% 55.1% 49.1% 33.0% 18.7% 7.0% -0.2% -3.9% -6.7%

Tolal Ending Subscribers
D,al·Up AOL 0.4 07 1.1 1.6 2.0 2.2 2.2 21 1.9 1.7

Dial-Up CompuServe 0.0 0.1 0.1 0.2 0.4 0.5 0.5 0.5 0.5 0.5

AOL Broadband PC 00 0.0 0.1 0.2 08 1.3 1.9 22 27 30

AOL Broadband TV 0.0 0.0 0.0 0.1 0.2 0.4 0.7 0.9 1.1 1.2

Totel Subscribers 0.4 0.7 1.3 2.1 3.3 4.4 52 5.8 6.2 6.3

% Chanoe 65.3% 76.1% 63.6% 59.8% 31.3% 19.1% 10.2% 1.3% 2.2%

Source Credit Lyonnais Securities estimates
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Exhibit 56: AOL Canada Advertising and E-Commerce Revenue Projections
fSmitJiOns 1l11l1£ _I: _,1: iMlZt: Z1llm: ZUMt: "",,,.t: """"t: aJVtt: .......t:

Advertising and E-Commerce Fees
Advertising

A\lerage Subscnbers 0440 0734 1.227 1994 3.001 4022 4857 5459 5.884 6133
x Average Mon1hly User Sessions per Average Subscnber 110 11.9 12.8 13.9 145 153 16.0 168 177 186
)( Average Page Views per Session 9.0 9.5 9.9 10.4 109 11 4 118 123 128 133
x 12 = Total Page VIews In AOUCompuServe Subscnptlon Areas 523.0 9889 1.874.8 3.453.7 5,7311 83894 110629 13.5775 15.9796 18.1889

Non·Subscnption Areas
Aggregate Average Monthly UnIque Visitors 3.0 3.2 35 38 41 43 46 4.8 51 53
x Average Monthly User SessIons per Unique Visitor 33 3.4 3.6 3,9 4.1 43 45 47 4.9 52
x Average Page Views per Session 70 76 7.9 8.3 8.8 9.1 95 98 10.2 106
x 12 = Total Page Views In Non-Subscriber Areas 8190 1,003,0 1.194.3 1.462.7 1.741.7 2.016.0 2.3336 2.675.7 3,0679 3.517.7

Total AOL Page Views 1,342.0 1.9919 3.069,1 4.916.5 7.472.8 10.4054 13.3964 16.2532 19,0475 21.7066

x AdvertiSIng Revenues Per Page VIew (+10% Yr) 55.00 $6.50 $8.13 5975 $,1.70 51346 514.53 515.69 51695 518.31
Total Advertising Revenues 6.7 12.9 24.9 47.9 87.4 140.0 194.7 2SS.1 322.8 397.3

% Change 93.0% 92.6% 92.2% 82.4% 60.1% 39.0% 310% 26.6% 231%

E-Commerce Fees
Commerce Sile Page Views-% of Total Annual Page Views 0.2% 0,2% 0.3% 0.3% 0.4% 0.4% 0.5% 05% 0.6% 0.6°/0
Page Views on Commerce Sites 2.0 4.0 7.7 14.7 26.2 41.6 603 81.3 104.8 130.2
, Take Rate (%) Weighted by Quantity Purchased per Purchase 20.0% 20.5% 215% 22.5% 23.5% 24.5% 25.5% 265% 27.5% 28.5%
-,,;; Total E·Commerce Purchases 0.4 0.8 1.6 3.3 6.1 10.2 15.4 21.5 288 371

)( Average Purchase/Download Price 525.00 526.00 526.78 527.58 528.41 529.26 530.14 531.05 531.98 53294
= Total E-Commerce Purchases ($ millions) 101 21.2 44.2 91.5 174.6 298.4 463.3 668.6 921,2 1.222.5
,AOL CommissIons (%j 10.0% 10,0% 10.0% 10.0% 10.0% 10.0% 10.0% 100% 10,0% 10.0%
: AOL E·Commerce F••s 1.0 2.1 4.4 9.2 17.5 29.8 46.3 66.9 92.1 122.3

% Change 111.0% 108.0% 107.2% 90.8% 70.9% 55.3% 44.3% 37.8% 32.7%

Total Advertising and E-Comrne",o FHS 7.7 15.1 29.4 57.1 104.9 169.8 241.0 321.9 41S.0 519.6
% Change 95.3% 94.8% 94.5% 83.7% 61.9% 41.9% 33.6% 28,9% 25.2%

Source: Credit Lyonna.s 5ecunlies eslimates

Exhibit 57: AOL Canada Income Statement Projections
'",' 'H" '''ce' ?". .-
Revenues:

Subscripbon
Dial-Up AOL 79.7 127.1 196.0 265,8 296.9 292.8 266.9 229.2 188.2 149.0
Dial-Up CompuSotve 9.0 10,8 13.2 30.5 54.2 65.0 65.2 59.9 52.6 44.9
Cable AOL Plus 0.0 0.2 0.8 4.5 26.0 58.5 83.7 996 110.4 1164
DSL AOL Plus 0.0 1.7 5.2 17.5 37.9 64.0 83.5 93.7 982 995
AOL TV 0.0 0.4 2.2 6.1 16.2 31.6 48.3 64.0 75.5 79.6

Total Subscnption Revenues 88.6 140.2 217.4 324.3 431.3 511.9 547.5 546.5 524.9 489.5
Advertising, E-Commerce Fees and Other Revenues

Advertising 6.7 12,9 24.9 47.9 874 '40,0 194.7 255,1 322.8 397,3
E·Commerce 1.0 2.1 4,4 9.2 17.5 29.8 46,3 66.9 92.1 122.3

Total AdvertiSIng and E·Commerce Fees 7.7 15.1 29.4 57.1 104.9 169.8 241.0 3219 415,0 519.6
Total Consolidated AOl Canada Revenue. 96.3 155.3 246.8 381.4 536.2 681.7 788.5 868.4 939.9 1.009.1

% Change 61.2% 58.9% 54.5% 40.6% 27.1% 15.7% 10.1% 8.2% 7.4%

Cosls of Revenues 162.6) (963) (145.6) 1217.4) (2976) (388.1\ 1415.9\ 1447.2\ (474.6\ (499.5

Gross Profit 33.7 590 101.2 164.0 238,6 3136 372.6 421.2 465.2 509.6
% Margin 35.0% 38.0% 41.0% 43.0% 44.5% 460% 47.3% 48.5% 49.5% 50.5%

% Change 75.0% 71.5% 62.1% 45.5% 31.4% 188% 13.0% 10.5% 95%

Other OperatIng Costs:
Sales and Marketing 119.8) (29.7) (44.7) (65.4) (71.9) (79.1) (87.0) (94.0) (101.5) (109.7)

Sales and Markeling per Average Analog Subscnber (545.00) (540.50) (536.45) (532.81) (527.88) (523.70) ($22.04) (520.94) (52031) (519.91)

Product Development (10.1) (12,4) (16.0) (19.1) (21,4) (22.2) (21,7) (19.5) (16.4) (12.6)

General and AdmInistrative 114.5) (17.31 (19.4) (21.4) /23.51 /25.8\ [27.71 (29.3\ 131.1\ (32.9

Total 44.4 59.5 80.2 105.8 116.9 127.1 136.4 142.9 149.1 155.2

EBITDA (10.7) (O.S) 21.0 58.2 121.7 186.4 236.2 278.3 316.2 354.4

% Matgln -11.1% ,(),3'll, 8.5% 15.3% 22.7% 27.3% 30.00/. 32.0% 33,6% 351%

% Change -4416.1% 177,1% 109.2% 53.2% 26.7% 17.8% 13.6% 12.1%

Depreciation and AmortIzation 15.91 (10.71 116.3) (22.1) <27.0) 129.2) 130.21 (313) (J2.J) (JJ.O
Operating Income (16.6) (11.2) 4.7 36.1 94.7 157.2 206.0 247.0 283.9 321.4

% Margin -17,2% -7.2% 1.9% 9.5% 17,7% 23,1% 26.1% 28.4% 30.2% 31.8%
% Change -32.6% -142.0% 669.7% 162.6% 66.1% 31.0% 19.9% 15,0% 13.2%

Net Interest Expense (1.4) 0.6 (0.7) 10.5) 2.4 8.7 18.5 31.1 46.4 64.4
Pretax Income (17.9) (10.6) 3.9 35.5 97.1 165.9 224.5 278.0 330.3 385.8

% Margin ·18.6% -6.8% 1.6% 9.3% 18.1% 24.3% 28.S'll. 32.0% 35.1% 38.2%
% Chanae -40.9% -137.2% 802.0% 173.2% 71.0% 35.3% 23.9% 18.8% 16.8%

Source: Credit Lyonna,s 5ecuntles estimates
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Exhibit 58: AOL Canada Margin Analysis- - 2IlII'IE 2lIII2E 2OlIoIE 2l1li111:: _E ZU07E ZIllIlJE

Gross Margm 35.0% 38.0% 4100/0 43,0% 44.5% 46.0°10 473% 485%. 495;'0 505",

Operatmg Costs as a % of Revenues
Sales and Marketing 20,6% 19.1% 18.1% 17.1% 13.4% 11.6% 11.0% 10.8", 10 8 0

/0 109'"
Product Development 10.5% 8.0% 6.5% 50°'0 4.0% 33% 28~'o 2.3". 1.8% 13°'0
General and Administrative 15.0% 11.2% 7,9% 5.6% 44% 38% 3.5%, 34", 3.3°/0 33%

Tolal 461% 38.3% 32.5% 277% 218% 187% 173°'0 16.5% 159''10 15.4°'°

EBITDA Margin ·11.1-1. ·0.3'{, 8.5'1. 15.3% 22.7.". 27.3'1. 30.0% 32.0'1. 33.6% 35.1%

Source: Credit Lyonnals Securities estimates

Exhibit 59: AOL Canada Cash Flow Projections,- - .;mg'I.. ~ -. - 2IIII5E - ZUOll: ~E

Pretax Income (17.9) (10.6) 3.9 35.5 971 165.9 2245 278.0 3303 385.8
Depreciation and AmortIzation 5.9 10.7 16.3 22.1 27.0 29.2 302 313 32.3 330
After·Tax Cash Flow (12,0) 0,1 20,2 57,6 124,1 195.2 254.7 309.4 362.6 418.8

Capital Spending 122.5\ 128.1\ 133.8\ 138.8\ /35.0' /30.0\ /30.0\ 130.0\ 130.0\ 130 0
Free Cash Flow (34,5) (28.0) (13,5) 18,8 89,1 165,2 224.7 279,4 332,6 388.8

Net Debt:
Beginning 0.0 25.5 (26) (16.1) 2.7 91.8 257.0 481.6 761.0 1,0935
Ending (34.5) (2,6) (16.1) 2.7 91.8 257.0 481.6 761.0 1,093.5 1.482.3
Aver_ (17,3i 11.4 . 19.3) (6.7) 47.3 174.4 369.3 621.3 927.3 1,2879

Source: Cred,t Lyonna,s secuntles est,mates

Exhibit 60: AOL Canada Depreciation Schedule
·WiFG' u"'(. ,i'.>.· <!"1i~ ~~"

_.
BegInning PP&E 7.0 28.1 50.6 74.2 98.2 113.6 120.8 126.7 131.3 1351

capital Spending 22,5 28.1 33.8 38.8 35.0 30.0 30.0 30.0 30.0 30.0

Acquired PP&E
/5.91 /10.7\ 116,31 /22.1\ 127.0\ /29.2\ /30.2\ /31.3\ (32.3) 133.0)Depreciation

Source: Credit Lyonnals securities estimates
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Exhibit 61: AOL Canada DCF Valuation
rSmilJiona ,- - ZD01E ZDOZE ZUUJE 201MI' 211051: :lOOTE 20UIJE

Free Cash Flow (3451 (280) (135) 188 891 1652 2247 2794 3326 3888
Add After-TaJllnteresl (0 If Average Net Cash PoSItion) 14 0.0 07 05 00 00 00 00 a a 00
Fre. Cash Flow to Firm (FCFF] (33.2) (28.0) (12.8) 19.4 89.1 165.2 224.7 279.4 332.6 388.8

% Change 360.2% 854% 360°/0 244°·¢ 190% 16.9%

Assumptions
TermInal Growth Rate 11.5%
WACC 141%
Terminal 385.

Years to DIscount 0 2 4 6 7 8 9
1 3 5 6 7 8
0 2 4 5 6 7, 3 4 5 6

0 2 3 4 5
1 2 3 4
0 1 2 3

0 1 2
0 1

0

Present Value of FCFF (33.2) (246) (9.8) 13.1 52.7 85.8 102.3 111.6 116.6 1196
(28.0) (11.2) 149 60.1 97.8 116.7 127.3 132.9 136.3

(12.8) 170 68.5 111.5 133.0 1451 151.5 155.4
19.4 78.1 127.1 151.6 t65.4 172.7 177.1

89.1 144.9 172.9 188.6 196.9 201.9
165.2 197.1 215.0 224.5 230.2

224.7 245.1 255.9 262.4
2794 291.7 299.2

332.6 341.0
388.8

Sum 01 Present Value or FCFF Stream 534.1 646.7 769.2 891.5 994.2 1.031.8 988.0 870.2 673.6 388.8
Present Value of Terminal Value 5.039.8 5.745.3 6.549.7 7.466.6 8.511.9 9.703.6 11.062.1 12.610.8 14.376.3 16.389.0

Endin9 Net Cash (Debt) (34.51 12.61 (16.1) 2.7 91.8 257.0 481.6 761.0 1.093.5 1.482.3
Nat P....nt Vllua 5,5311.3 1,3•.5 7,302.1 8,310.• Ulla 10,992.4 12,531.8 14.242.0 16.143.5 18.280.1

% Chance 15.3% 14.3% 14.5% 14.8% 14.5% 14.0% 13.6% 13.4% 13.1%

Source: Credit Lyonnais Securilles estimates

Europe

Growth of the Internet in Europe has been relatively uneven thus far due to cultural,

regulatory, and economic differences among its countries. The most highl\' penetrated
European markets thus far are located in the western and northern areas of the continent.
\'X'e attribute this to: (1) a more competitive telecommunications environment, allowing for
100ver access; (2) wealth distribution skewed to the north and \vest; and (3) generally earlier
acceptance of technology in the north. For example, according to the Computer Indust1'\'
.-\lmanac, S\veden is the most highly penetrated countr\! in the world, with an estimated
-l3.3° u of the country's population online in 1999.

~[ost of the available literature puts the stage of development of the Internet in Europe 2-3
~'ears behind that in the U.S. Most projections call for growth in European Internet usage,
advertising and e-commerce to outpace that in the C.S. over the next five years, due
primarily to continued communications cost decreases, greater access to capital (both
venture capital and public e'luity activity has picked up dramatically over the past year) and

the proliferation of access devices. PC prices in several European markets are below those
in the IT.S.,and ",i.reless access and interactive IV·based Internet access have already gained

momentum in Europe.

\'X'e present our AOL Europe projections below. Due mostly to domestic competitors

which are aligned with telephony carriers, AOL has not yet been able to attain a dominant
position in Europe. For example, AOL UK was overtaken as the leading British ISP by
FreeServe only four months after launch of its free se1'\'ice. While AOL has countered with
a value brand in Netscape, the FreeServe example shows how tenuous the competitive
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landscape 1S in Europe. In Its largest European market..\OL b currenrh- 'lg!11tiC:lt1tl\
behind the T-Online sernce of Deutsche Telekom (oyer :'\ million subscnbers tor T-t )nhl1l'
yersus just oyer 1 million for :\OL Germam}

Exhibit 62: AOL Europe Subscriber Projections,_
-~

_,~ -= """"" - """""" ZIIUlil: 2UU71: ZlJOlII:

Year-end Subscnbers
Germany 0953 1.353 1.853 2553 3.253 3753 4153 4453 4753 5053
UK

AOL 0.795 1.195 1.695 2095 2.445 2745 3045 3.295 3545 3795
Netscape 0000 0.3SO 0.700 10SO 1400 1750 2100 2450 2.800 3 150

France 0465 0.865 1265 1665 2.015 2.315 2.615 2865 3115 3365
Other Europe Tenilones 0150 0.300 0700 1.300 1.900 2.440 2926 3363 3757 4 111

CompuServe (Europe Only) 0.825 0925 1015 1096 1.169 1.227 1274 1311 1341 1 365
Total AOL Europe Subscribers 3.188 4.988 7.228 9.759 12.181 14.230 16.112 17.737 19.311 20.839

Proportionate SubSCribers
Germany 0857 1.217 1.667 2297 2.927 3.377 3.737 4.007 4277 4547
UK

AOL 0.795 1.195 1695 2.095 2.445 2.745 3.045 3295 3545 3795
Netscape 0.000 03SO 0.700 10SO 1.400 1.7SO 2.100 2450 2800 3.150

France 0.209 0.389 0569 0749 0.907 1.042 1.177 1.289 1402 1514
Olher Europe Territories 0.150 0.300 0700 1.300 1.900 2.440 2.926 3363 3757 4111
CompuServe (Europe Only) 0.825 0.925 1.015 1.096 1.169 1.227 1.274 1311 1.341 1365

Total AOL Europe SubscriHrs 2.837 4.371 8.347 B.588 10.748 12.581 14.259 15.716 17.122 18.483

Source: Credit Lyonnais Securities estimates
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Exhibit 65: AOL Germany Advertising and E·Commerce Revenue Projections
,BE - 2lI01E 20mE 2OO3E 2lMME - 2lIHE 2007E 2GOlIE

AdvertIsing and E-Commerce Fees:
Advertising

Average Subscribers 0.815 1 153 1603 2203 2.903 3503 3953 4303 4603 4903
x Average Monthly User SeSSions per Average Subscriber 240 27.0 28.5 30.0 315 330 345 360 375 390
x Average Page Views per SessIon 12.0 126 13.2 13.9 14.6 15.2 158 164 171 177
J( 12:. Total Page Views in AOUCompuServe SubscnpllOn Areas 2.8166 4.7050 7.250.8 11.014.6 16.003.0 21.040.0 25.8153 30496 0 35.3409 407163

Non-Subscription Areas
Aggregate Average Monthly Unique ViSltOfS 10 11 1.2 1.3 1.4 1 4 15 , 6 1 7 13
)( Average Monthly User Sessions per Unique Visitor 35 3.7 3.9 4.2 44 46 4.8 51 53 56
x Average Page Views per SessIon 70 7.6 79 8.3 8.8 91 9.5 98 '02 10.6
J( 12 :. Total Page Views in Non--Subscriber Areas 2940 3601 4287 525.1 625.2 723.7 8377 9605 1 101 3 1.2628

Total AOL Page Views 3.110.6 5.065.0 7.679.5 11.539.6 16.628.2 21.763.7 26.6530 3' .4565 36442.2 41979 ,

x Advenising Revenues Per Page View (+10% Yr) 56.50 58.45 510.56 512.68 514.58 516.03 517.32 51870 520.20 521.81
Total Advertising Revenue. 20.2 ~2.8 81.1 146.3 2~.~ ~9.0 461.5 588.3 736.1 915.7

% Change 111.7% 89.5% 80.3% 65.7% 440% 323% 27,5% 25.1% 244%

E-Commerce Fees
Commerce Site Page Views-% of Total Annual Page Views 0.2% 0.2% 0.3% 0.3% 04% 0.4% 0.5% 05% 0,6% 0.6%
Page Views on Commerce SItes 4.7 10.1 19.2 34.6 58.2 87.1 1199 157.3 2004 2519
x Take Rate (%) Weighted by QuantIty Purdlased per Purchase 20.0% 20.5% 21.5% 22.5% 23.5% 24.5% 255% 26.5% 275% 28.5%
= Tot. E-Commerce Purchases 0.9 2.1 4.1 7.8 13.7 21.3 30.6 41.7 55.1 71.8

x Average Purchase/Download Pnce 525.00 $26.00 526.78 527.58 $28.41 529.26 530.14 531.05 $31.98 532.94
= Total E-Commerce Purchases ($ millions~ 23.3 54.0 110.5 214.9 388.6 62~.1 921.8 1.294.0 1.762.5 2.364.3
x AOl CommIssions (%) 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0%
• AOL E..commerce F... 2.3 5.~ 11.1 21.5 38.9 82.~ 92.2 129.~ 176.3 236.~

% Change 131.4% 104.7% 94.4% 80.9% 60.6% ~7.7% 40.4% 36.2% 34.1%

Total AdvertIsing .nd e..commerce F... 22.6 U.2 92.2 167.8 28'.2 ~11.~ 553.7 717.7 912.3 1.152.2
% Chanae 113.7% 91.2% 82.0% 67.7% 46.3% ~6% 29.6% 27.1% 26.3%

Source: Credit Lyonnais Securities estimates

Exhibit 66: AOL Germany Income Statement Projections
C:,-,L ..~ ..,.. -

Revenues:

Subscription 234.8 302.4 385.7 441.8 492.1 531.4 547.6 553.3 555.8 5517
Advertising. E·Commerce Fees and Other Revenues

Advertising 20.2 42.8 81.1 146.3 242.4 3490 461.5 588.3 736.1 9157

E-Commerce 2.3 5.4 11.1 21.5 38.9 62.4 92.2 1294 176.3 236.4

Total AdvertIsIng and E·Commerce Fees 226 48.2 92.2 167.8 281.2 411.4 5537 717.7 912.3 1.152.2

Total Consolidated AOL Gennany Revenues 257.~ 350.6 ~77.8 809.5 m.~ 942.7 1,101.3 1,270.9 1,~68.1 1,709.8

% Change 36.2% 36.3% 27.6% 26.9% 21.9% 16.8% 15.4% 15.5% 16.5%

Costs of Revenues 1154.4\ 120511 /272.4\ /338.3\ 1417.6\ /494.9\ 1567.2\ 1641.8\ 1726.7\ 1829.3

Gross Profit 1030 145.5 205.5 271.2 355.7 447.8 5341 629.1 741.4 8806

% Margin 40.0% 41.5% 43.0% 44.5% 46.0% 47.5% 48.5% 49.5% 50.5% 51.5%

% Change 41.3% 41.2% 32.0% 31.2% 25.9% 193% 17.8% 17,8% 18,8%

Other Operating Costs:
Sales and Mar1<et,ng (367) (59.6) (76.3) (965) (1170) (1341) (143.7) (148.7) (154.2) (1594)

Sates and Mar1<et'"9 per Average Analog Subscriber ($4500) ($5175) ($47.61) ($4380) ($4030) ($38.28) ($36.37) ($3455) ($33.51) (532.51)

Product Development (296) (36.8) (45.4) (53.3) (61.9) (70.7) (771) (82.6) (881) (940)

General and Administrative /25.7\ 133.5\ /37.51 /41.2\ 145.3\ i48.11 1509\ 154.01 1572) (607

Total 920 129.9 159.2 191.0 224.2 2529 271.8 2853 2996 3141

EBITDA 10.9 15.6 46.3 80.2 131.6 1....9 262.3 ~3.8 441.8 566.5

% Margin 4.3% 4.4% 9.7% 13.2% 17.0% 20.7% 23.8% 27.1% 30.1% 33.1%

% Change 42.5% 197.0% 73.2% 64.0% 48.2% 34.6% 31.1% 28.5% 28.2%

Depreciation and Amortizatioo /40.9\ /46.1\ /54.6\ /60.41 162.6\ 165.11 16711 168.7) (699) 170.9

Operating Income (30.01 (30.5) (8.3) 19.8 68.9 129.8 195.3 275.2 371.9 ~95.5

% Margin ·11.6% ·8.7% ·17% 3.2% 8.9% 13.8% 17.7% 21.7% 25.3% 29.0%

% Change 1.7% ·72.7% ·338.0% 248.8% 88.3% 50.4% 40.9% 35.1% 33.2%

Net Interest Expense 11.21 13.91 16.3\ 16.0\ Il.Bl 4.6 14.0 27.7 46.7 724
Pretax Income (31.1) (34.4) (14.6) 13.8 67.1 134.4 209.2 302.9 418.6 567.9

% Margin ·12.1% -9.8% ·3.1% 2.3% 8.7% 14.3% 19.0% 23.8% 28.5% 332%
% Chanoe 10.6% -57.6% -194.5% 387.4% 100.3% 55.6% 44.7% 38.2% 35.7%

Source. Cred,t Lyonnals Secunlles estImates
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Exhibit 67: AOL Germany Margin Analysis
IS million.) 1191E ZUUUI: :lUV1~ 2UV2I: ZVUJl: 2004E 200510 200llE zvun: 2008E

Gross Margm 400% 41 5% 430% 445% 460% 475% 48.5% 49.5% 505'" 515%

Operating Costs as a % of Revenues
Sales and Marketing 14.2% 170% 16.0% 158% 151% 14.2% 13.1% 117% 10.5%l 9 3~:a

Product Development 11.5% 105% 9.5% 88% 80% 7.5% 7.0% 65% 60% 5.5%
General and Administrative 10.0% 9.5% 7.8% 6.8% 5.9% 51% 4.6% 4.2% 3.9% 3.5%

Total 357% 37.1% 333% 31 3% 290% 26.8% 247% 224% 20.4%) 184%

EBITDA Margin 4.3% 4.4% 9.7% 13.2% 17.0% 20.7% 23.8% 27.1% 30.1% 33.1%

Source: Credit Lyonnals Secuntles estimates

Exhibit 68: AOL Germany Cash Flow Projections
millions 2

Pretax Income (31.1) (34.4) (14.6) 13.8 67.1 134.4 209.2 302.9 418.6 5679
Depreciation and Amortization 40.9 46.1 54.6 60.4 62.6 65.1 67.1 68.7 69.9 70.9
After-Tax Cash Flow 9.8 11.7 40.0 74.2 129.7 199.5 276.3 371.5 488.5 638.8

Capital Spending (50.0
Free Cash Flow 588.8

Net Debt:
Beginning 0.0 (28.8) (69.8) (87.1) (62.9) 16.9 166.4 392.7 714.2 1.152.7
Ending (28.8) (69.8) (87.1) (62.9) 16.9 166.4 392.7 714.2 1,152.7 1,741.6
Avera (14.4) (49.3) (78.4) (75.0) (23.0) 91.6 279.6 553.5 933.5 1.447.1

Source: Credit Lyonnais Securities estimates

Exhibit 69: AOL Germany Depreciation SChedule
.

;;IJl(~' ~tc: :: --iIIlIIIl:::

Beginning PP&E 125.0 138.6 163.5 188.1 200.5 210.4 218.3 224.7 229.7 233.8
Capital Spending 38.6 52.6 57.3 50.0 50.0 50.0 50.0 SO.O 50.0 50.0
Acquired PP&E
Depreciation (40.9) (46.1) (54.6) (60.4) (62.6) (65.1) (67.1) (68.7) (69.9) (70.9)

Source Credit Lyonnals Secuntles estimates
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Exhibit 70: AOL Germany DCF Valuation

I·lti'i I

i i
~

,~mullons 1_11: 2UOOIC ZOlI1I1: 2OO2IC :zoo:Je 201WE ~5E 2006E 2U11f~ 20UR

Free Cash Flow (288) (409) (17 3) 242 797 1495 2263 3215 4385 5888
Add After-Tax Interest (0 If Net Cash) 1.2 3.9 6.3 60 18 00 00 00 00 00
Free Cash Flow to Finn (FCFF) (27.7) (37.0) (11.0) 30.2 81.6 149.5 226.3 321.5 438.5 588.8

% Change 33.7% -702% -373.8% 170.0% 83.3% 514% 421% 364% 343%

Assumptions
Terminal Growth Rate 11.0%
WACC 14.6%
Terminal Multiple 278x

Years to Discount 0 1 2 3 4 5 6 7 8 9
0 1 2 3 4 5 6 7 8

0 1 2 3 4 5 6 7
0 1 2 3 4 5 6

0 1 2 3 4 5
0 1 2 3 4

0 1 2 3
0 1 2

0 1
0

Present Value of FCFF (27.7) (32.5) (8.5) 20.4 483 77.7 1031 128.5 153.7 181.1
(37.0) (9.7) 23.2 55.1 88.5 117.5 146.5 175.2 2064

(110) 26.5 62.8 100.9 134.0 1670 199.8 235.3
302 71.5 115.1 1528 190.4 227.7 268.3

816 131.2 1741 217.0 259.6 3058
149.5 198.5 247.4 296.0 3486

2263 282.0 337.4 397.4
321.5 384.6 4531

4385 516.5
588.8

Sum of Present Value or FCFF Stream 6441 765.8 915.2 1.055.9 1.169.3 1.240.1 1.243.2 1.159.2 955.0 5888
Present Value of Terminal Value 5,536.3 6,311.4 7,195.0 8,202.2 9,350.6 10,6596 12,152.0 13,853.3 15,792.7 18,003.7
Ending Net Cash (Debt) (28.8) (69.8) /87.11 /62.9\ 16.9 166.4 392.7 714.2 1,152.7 1,741.6

Net Present Value 6,151.6 7.007.4 8.023.1 9.195.3 10.536.8 12,066.1 13.787.9 15.726.8 17.100.5 20.334.1
% Change 13.9% 14.5% 14.6% 14.6% 14.5% 14.3% 14.1% 13.8% 13.6%

Source: Credit Lyonnais Securities eshmates
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Exhibit 71: AOL UK Subscription Revenue Projections
1...,. 20UDE 2001E itVUzt: ZUWC 2VlI4l: ~ _c 2007E 2008E

Subscription Revenues
Subscribers (millions)

BeginnIng 0510 0795 1195 1695 2095 2445 2745 3045 3295 3545
Additions 0285 0400 0500 0.400 0350 0300 0300 0250 0250 0250
Ending 0795 1.195 1.695 2095 2445 2745 3045 3295 3545 3795
Average 0.653 0.995 1445 1895 2.270 2.595 2895 3.170 3420 3670

Subscnptlon Packages
11 Standard PnclnQ

Monthly Fee $1650 516.50 $1584 51505 514.30 $1329 $12.23 $1125 $1013 59.11
% Change -4.0% -5.0% -5.0% ·70% -8.0% -80% -100% ·100%

Annual Rate $165.00 $165.00 $158.40 $150.48 $142.96 $132.95 $122.31 $11253 $101.28 591 15

Subscriber Weighting
Monthly 90.0% 90.0% 89.0% 88.0% 870% 86.0% 85.0% 84.0% 83.0% 82.0%
Annual 10.0% 100% 11.0% 12.0% 13.0% 14.0% 15.0% 16.0% 17.0% 18,0%

Weighted Average Option 1 Monthly Price $16.23 $16.23 $15.55 $1475 $13.99 $12.98 $11.93 $10.95 $9.84 5884

2) light-User Pricing

Hou~y Rate for 1st 3 Hours $8.17 $7.76 $7.29 $6.78 $6.31 $5.74 $5.17 $4.65 5418
Cost Per Additional Hour $3.88 $364 $3.43 $3.22 $3.03 $2.85 $2.67 $2.51 $236

Average Usage 3.713 3.750 3.787 3.825 3.863 3.902 3.941 3.980 4.020
Expected Monthly Rate $10.93 $10.49 $9.99 $9.44 $8.92 $8.31 $7.68 $7.11 $6.60

User Mix
Standard 100.0% 80.0% 81.0% 82.0% 83.0% 84.0% 85.0% 86.0% 87.0% 88.0%
Light-User 0.0% 20.0% 19.0% 18.0% 17.0% 16.0% 15.0% 14.0% 13.0% 12.0%

Weighted Average Subsaiption Rate $16.23 $15.17 $14.59 $13.89 $13.21 $12.33 $11.38 $10.50 $9.49 $857
-0.5% -3.8% -4.8% -4.9% -0.6% -77% -7.8% -9.6% -9.6%

Tatal AOL Subscription Revenues 127.0 181.1 253.0 3159 3599 384.1 395.4 399.2 389.3 3n.5
% Change 42.5% 39.7% 24.9% 13.9% 6.7% 3.0% 1.0% -2.5% ·30%

CatTier Fees.
Usage:

AVM. Subscnbers 0.653 0.995 1.445 1.895 2.270 2.595 2.895 3.170 3.420 3.670
% Taking Standard Pncing Plan 100.0% 80.0% 81.0% 82.0% 83.0% 84.0% 85.0% 86.0% 87.0% 88.0%
Subscribers on Standard Pncing Plan 0.653 0.796 1.170 1.554 1.884 2.180 2.481 2.726 2.975 3.230

Average Daily Connections 0.8 0.9 1.0 1.0 1.1 1.1 1.2 1.2 1.3 1.3
Average Monthly Connections per AV8fag8 SubscnbM 24.0 27.0 28.5 30.0 31.5 33.0 34.5 36.0 37.5 39.0
x Average Duration of Connection (Minutes) 13.8 16.5 18.2 19.6 20.6 21.6 22.7 23.8 25.0 263
= Average Usage per Subscnber Per Month 330.0 445.5 517.3 588.1 648.3 713.2 782.9 857.7 938.2 1.024.5
x Average Monthly Subscnpllon Rate Per Minute (-5% per Yr) $0.02 $0.02 $0.02 $001 $0.01 $0.01 SO.Ol SO.OI $0.01 $001

x 12 =Annual Carrier Fees 51.2 70.2 113.9 163.3 2074 245.4 282.9 319.3 354.5 390.8
% Change 37.2% 62.2% 43.4% 27.0% 18.4% 15.2% 12.9% 11.0% 10.2%

Total AOL UK Subscription Revenues 178.2 251.3 366.8 479.2 567.3 629.5 678.3 718.5 743.8 768.3
% Change 410% 46.0% 30.6% 18.4% 11.0% 7.7% 5.9% 3.5% 3.3%

Netscape Online
Subscribers (millions)

Beginning 0000 0.500 0.850 1.200 1550 1.900 2.250 2.600 2950 3300
Additions 0.500 0.350 0.350 0.350 0350 0.350 0.350 0.350 0.350 0.350
Ending 0.500 0.850 1.200 1550 1900 2.250 2.600 2.950 3.300 3650
AI/erage 0.250 0.675 1.025 1.375 1.725 2.075 2.425 2.775 3125 3475

EQuivalent Flat Monthly Fee $22.76 $21.05 $21.16 $2107 $20.83 520.22 $19.52 $18.89 $1812 $1744
% Chanoe ·7.5% 0.5% -04% -1.2% -2.9% ·3.4% ·3.3% 41% -3.7%

Source: Credit Lyonnais Securities estimates
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Exhibit 72: AOL UK Advertising and E·Commerce Revenue Projections
1.-E 211118!: 2DII1E -.: :mIQ!: - Z1IQ5I: - 21107" 2008E

Adver1ISlng and E-Commerce Fees
AdvertIsing

Average Subscribers 0.903 1.670 2.470 3270 3995 4670 5320 5945 6.545 7 145
x Average Monlhly User Sessions per Average Subscnber 24.0 270 285 300 315 33.0 345 360 375 390
x Average Page Views per Session 15.0 158 165 17.4 18.2 190 197 205 21 3 222
x 12 '" Total Page Views In AOL Subscnptlon Areas 3.8988 B.522 0 13.9699 20.4413 27.5332 35.0666 43.4337 52.672 5 62.B20 9 74,176.0

Non-Subscnptlon Areas
Aggregate Average Monthly UmQue VISitors 0.0 00 00 0.0 0.0 0.0 00 00 0.0 00
x Average Monthly User Sessions per Unique Visitor 3.0 32 3.3 3.6 3.B 39 4 1 4.3 46 48
:r.: Average Page Views per Session 7.5 8.1 B5 8.9 94 9B 101 10.5 110 114
x 12 = Total Page Views In Non·Subscnber Areas 0.0 0.0 0.0 0.0 00 00 0.0 0.0 00 00

Total AOL Page Views 3.8968 8.522.0 13.969.9 20.441.3 27.5332 35.066 6 43.4337 52.672.5 62.8209 74.1760

x AdvertiSing Revenues Per Page Vif!!'N (+10% Yrl $750 $9.00 $10.80 $12.96 $14.90 51639 51771 $19.12 $2065 52230
Total Advertising Revenues 29.2 76.7 150.9 264.9 410.4 574.9 769.0 1.007.2 1.297.4 1,654.5

% Change 162.3% 96.7% 75.6% 54.9% 40.1% 33.8% 310% 288% 275%

E-Comrnerce Fees.
Commerce Sile Page Views-% of Total Annual Page Vlevvs 0.0% 0.2% 0.2% 0.3% 0.4% 0.4% 0.5% 0.5% 0.6% 06%
Page Views on Commerce Sites 0.2 12.8 31.4 61.3 103.2 1490 206.3 2765 361.2 463.6
x Take Rate (%) Weighted by Quantity Purchased per Purchase 200% 20.5% 21.5% 22.5% 23.5% 24.5% 25.5% 26.5% 27.5% 28.5%
::: Total E~Commerce Purchases 0.0 2.6 6.8 13.8 24.3 36.5 526 733 99.3 132.1

)( Average PurchaseiDolNOload Price 525.00 526.00 526.78 $27.58 $2841 529.26 530.14 $31.05 $31.98 $3294
= Total E·Commerce Purchases ($ millions) 1.0 68.1 181.0 380.6 689.4 1.068.5 1.585.7 2.275.0 3.176.4 4.351.7
• AOL Commissions (%) 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0%
= AOL E~Commerc. F... 0.1 6.8 18.1 38.1 68.9 106.8 158.6 227.5 317.6 435.2

% Change 6890.2% 165.6% 110.3% 81.1% 55.0% 48.4% 43.5% 39.6% 37.0%

Total Advertising and E.commerco Fae. 29.3 83.5 189.0 303.0 479.3 681.7 927.6 1.234.7 1.615.0 2,089.6
% Change 184.6% 102.3% 79.3% 58.2% 42.2% 36.1% 33.1% 30.8% 29.4%

Source: Credit Lyonnais Securitle5 estimates

Exhibit 73: AOL UK Income Statement Projections
/ ..... ,M' c...... ·i......· ;··lIIIIIJIt·. , ~.

Revenues:
Subscription 178.2 251.3 366.8 479.2 567.3 629.5 678.3 718.5 743.8 768.3
Advertising. E·Commerce Fees and Other Revenues

Advertising 29.2 76.7 150.9 264.9 4104 5749 769.0 1,007.2 1.297.4 1.654.5
E-Commerce 0.1 6.8 18.1 38.1 68.9 106.8 158.6 227.5 317.6 435.2

Tolal Advertising and E·Commerce Fees 29.3 83.5 169.0 303.0 479.3 681.7 9276 1.234.7 1.615.0 2.0896
Total Consolidated AOL UK Revenue. 207.5 334.8 535.8 782.1 1,046.6 1.311.3 1,605.9 1,953.3 2.358.8 2,857.9

% Change 61.3% 60.0% 46.0% 33.8% 25.3% 22.5% 21.6% 20.8% 21.2%

Costs of Revenues (128.7) (200.9) (310.8) (438.0\ /565.2/ 1681.91 /807.0\ 1962.01 11.13811 /1.3503

Gross Proftl 78.9 133.9 225.0 344.1 481.4 6294 798.9 991.3 1.220.7 1.5075

% Margin 38.0% 40.0% 42.0% 44.0% 46.0% 48.0% 49.8% 50.8% 51.8% 52.8%

% Change 69.8% 68.0% 52.9% 39.9% 30.7% 26.9% 24.1% 23.1% 23.5%

Other Operating Costs
Sales and Marketing (40.6) (75.2) (111.2) (1472) (179.8) (210.2) (2394) (267.5) 1294.5) (321.5)

Sales and Marketing per Average Analog Subscriber ($45.00) ($5175) (554.34) (556.51) ($58.77) ($61.12) 1563.57) ($66.11) 156875) ($71.50)

Product Development (24.9) (37.7) (57.6) (80.2) (102.0) (121.3) (140.5) 11611) (182.8) (207.2)

General and Admlnistrabve 120.8\ 124.9\ 127.9\ 130.7\ 133.8) 135.8\ 1379) (40.2\ 142.6\ 145.2

Total 86.3 137.7 196.6 258.0 3156 367.2 417.8 468.9 519.9 573.9

EBITDA (7.4) (3.8) 28.4 86.1 165.9 262.2 381.1 522.4 700.7 933.6

% Margin ·3.6% ·1.1% 5.3% 11.0% 15.8% 20.0% 23.7% 26.7% 29.7% 32.7%

% Change -48.7% -847.9% 203.3% 92.5% 58.1% 45.3% 37.1% 34.1% 33.2%

Depreciation and Amortization /36.2\ 138.41 /45.7) /54.2\ (62.2) (67.8) (72.2) (758/ 178.6\ /80.9

Operating Income (43.6) (42.2t (17.3) 32.0 103.7 194.4 308.9 446.7 622.1 852.8

% Margin -21.0% ·12.6% -3.2% 4.1% 9.9% 14.8% 19.2% 22.9% 264% 29.8%

% Change -3.4% -59.0% -285.1% 224.2% 87.6% 58.9% 44.6% 39.3% 37.1%

Net Interest Expense (1.6l (5.6\ 19.8) (11.7) (8.4) 1.5 14.3 34.3 63.6 104.9
Pretax Income (45.2) (47.8) (27.1) 20.3 95.3 196.0 323.2 481.0 685.7 957.7

% Margin -21.8% -14.3% -5.1% 2.6% 9.1% 14.9% 20.1% 24.6% 29.1% 33.5%
% Change 5.6% -43.3% -175.0% 369.1% 105.7% 64.9% 48.8% 42.6% 39.7%

Source. Credit Lyonnals Secuntles estimates
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Exhibit 74: AOL UK Margin Analysis
l~mUl_1

1_ - ilUlIlt: 21102110 21103110 2OO4E 2_110 "'_ "'WIt: -
Gross MargIn 38.0% 400c/o 42.0% 440% 46.0% 48.0 c/1:I 498% 508"/0 51 8% 528",

Operating Costs as a % of Revenues
Sales and Marketing 19.6% 22,4% 207% 18.8% 17.2% 16,0% 14.9% 13.7% 125% 11 31)'0
PrOduct Development 12,0% 11,3% 10,8% 10,3% 9,8% 9.3% 88% 8.3% 7.B% ? 30

/0

General and Administrative 10.0% 7.4%1 5.2% 39% 3.2% 2.7% 2.4% 2,1% 18% 1.6%
Total 41.6% 41.1% 36.7% 33.0% 30.2% 28.0% 26.0% 24.0% 22,0% 20,Po

EBITDA Margin ·3.6-;. -1,1% 5.3°/. 11.0% 15.8°/. 20,0% 23.7% 26.7% 29.7°/. 32,7%

Source: Credit Lyonnals SeCUrities estimates

Exhibit 75: AOL UK Cash Flow Projections

-' - ~t: -- ~ - - - zvun: -
Pretax Income (45,2) (47,8) (27,1) 203 95,3 1960 323,2 4810 6857 9577
Depreciation and Amortization 36,2 384 45,7 54,2 62,2 67.8 72,2 758 786 809
Alter-Tax Cash Flow (9,0) (904) 18.6 74.5 157.5 263.7 395.4 556.7 764.3 1,038.6

Capital Spending 131.11 150,21 (64,3\ 175.0\ 175,0) 175.01 (75,0\ (75,01 (75,01 (75.0
Free Cash Flow (40.1) (59.6) (45.7) (0,5) 82.5 188,7 320.4 481.7 889.3 963,6

Net Debt:
Beginning 0.0 (40,1) (99,8) (145,5) (146.0) (63,5) 125,2 445.6 927.3 1.616.7
Ending (40,1) (99,8) (145,5) (146,0) (63.5) 125,2 4456 927.3 1.616.7 2.580.3
Average (20,1) (70.0) (122.6) (145,7) (104,7) 30,9 285.4 686,5 1.272.0 2.098.5

Source: Cred.t Lyonnais Securities estimates

Exhibit 76: AOL UK Depreciation Schedule
>ot ;' or.-n:, .~

Beginning PP&E 150.0 151,1 171,1 201,2 236.0 263,8 286,0 303.8 318,0 329.4

Capital Spending 31.1 50.2 64,3 75,0 750 75,0 75,0 75,0 75,0 75,0

Acquired PP&E
Depreciation (36,2) (38.4) (45,7) (54,2) (62.2) (67.8) (722) (75.8) (78.6) (BO.9)

Source: Credit Lyonnals Securities estImates
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Exhibit 77: AOL UK DCF Valuation
1ll19E _IE 2UII11E 2OO21E 2OD3E 2004E 2G01IE 20lMIE 2OD7E 2D08E

Free Cash Flow (401) (596) (457) (05) 825 188.7 3204 4817 6893 9636
Add: After-Tax Interest (0 if Net Cash) 16 5.6 98 117 84 00 00 00 00 00
Free Cash Flow 10 Firm (FCFF) (38.5) (54.0. (35.9. 11.1 90.9 188.7 320.4 481.7 689.3 963.6

% Change 40.2% -33.5% -131.0 tl/Ci 715,5% 1077% 69.7% 504°'c 431% 39.8%

Assumptions'
Terrmnal Growth Rate 11.0%

WACC 14,6%
TelT1'1inal 27.8x

Years to Discount 0 1 2 3 4 5 6 7 8 9
0 1 2 3 4 5 6 7 8

0 1 2 3 4 5 6 7
0 1 2 3 4 5 6

0 1 2 3 4 5
0 1 2 3 4

0 1 2 3
0 1 2

0 1
0

Present Value of FCFF (385) (474) (27.6) 7.5 53.8 98.0 1460 1925 2417 296.3
(54.0) (31.5) 8.6 61.3 111.7 166.4 219.5 275.5 3378

(35.9) 98 69.9 127.4 1897 250.2 3141 385.1
11.1 79.7 145.2 216.2 285.2 358.0 439.0

90.9 165.6 246.5 325.2 408.2 500.4
188.7 2810 370.7 4653 570.5

320.4 422.6 530.4 650.4
481.7 6047 741.4

689.3 845.2
963.6

Sum 01 Present Value or FCFF Stream 922.2 1.095.3 1.310.2 1.534.5 1.736.7 1.876.2 1.923.8 1,827.9 1.534.6 963.6
Present Value 01 Terminal Value 9.142.1 10.422.0 11.881.1 13.544.5 15,440,7 17.602.4 20,066.8 22.8761 26.078.7 29,729.8
Ending Net Cash (Debt) 140.1\ /99.8\ /145.5\ /146.0\ 163.5\ 125.2 445.6 927.3 1.616.7 2,5803
Net P.....,t Value 10,024.2 11,417.6 13,045.9 14,933.1 17,113.9 19,103.9 22,436.1 25,631.3 29,230.0 33.273.6

% Chllf1Qe 13.9% 14.3% 14.5% 14.6% 14.5% 14.4% 14.2% 14.0% 13.8%

Source: Credit Lyonnais securities estimates
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AOL France

Exhibit 78: AOL France SUbscription Revenue Projections
,-~ «- -,~ - 2II03E - 2lllI5E - ZD07~

2_
Subscription Revenues:
SubScribers (millions)

Beginning 0.150 0465 0865 1265 1665 2.015 2.3'5 26'5 2865 3115
Havas Online 0.040
CompuServe France 0.050
AddItIons 0.225 0400 0400 0400 0.350 0.300 0.300 0250 0250 0250
Endmg 0.465 0865 '265 1665 2015 2.315 2.615 2865 3115 3365
Average 0.353 0.665 '065 1465 1840 2.165 2.465 2740 2990 32.8

Subscnption Packages:
Monthty Fee (FF95 per Mnth Fyooi 5'6.17 515.70 51492 514.02 51318 512.26 511.28 51038 $934 58.0
Annual Rate (FF650 per Yr FYOOI $12.53 58.95 58.5' 58.00 5752 56.99 56.43 55.92 5532 $479
Light-User (FF35 per Yr FYoo) $765 5579 55.50 $5.17 5486 5452 $4.15 $3.82 53.44 53 '0

% Change -4.0% -5.0% -6.0% -60% -7.0% -8.0% -8.0% ·10.0% -10.0%

Subscriber Weighting
Monthly Fee 700% 70.0% 69.0% 68.0% 675% 67.0% 66.5% 66.0% 65.5% 65.0%

Annual Rate 20.0% 20.0% 22.0% 24.0% 26.0% 27.0% 29.0% 31.0% 33.0% 35.0%

Light-User 10.0% 10.0% 9.0% 8.0% 6.5% 6.0% 4.5% 3.0% 1.5% 0.0%

Weighted Average Monlhly Subscription Rate $14.59 513.36 512.66 $11.87 511.17 510.37 59.55 58.80 57.92 5714

% Change -8.4% -5.3% -6.3% -5.9% -7.1% -7.9% -7.9% -9.9% -9.9%

Totat AOL Subscription Revenues 61.7 106.6 161.8 208.6 246.6 269.4 282.5 2892 284.3 2776

% Change 72.7% 517% 29.0% 18.2% 9.3% 4.9% 2.4% -1.7% -2.4%

Carrier Fees:
Usage:

Average Subscribers 0.353 0.665 1.065 1465 1.840 2.165 2.465 2.740 2.990 3240

Subscribers on S1andard Pricing Plan 0.Q35 0.067 0.096 0.117 0.120 0.130 0.111 0.082 0.045 0000

Average Daily Connections 0.8 0.8 0.9 0.9 1.0 1.0 1.1 1.1 1.2 1.2

Average Monthly Connections per Average Subscriber 22.5 24.0 25.5 27.0 28.5 30.0 31.5 33.0 34.5 36.0

x Average Duratton of Connection (Minutes) 10.0 12.0 13.2 14.3 15.0 15.7 16.5 17.3 18.2 19.1

= Average Usage per Subscriber Per Month (Hours) 3.8 4.8 5.6 6.4 7.1 7.9 8.7 9.5 10.5 115

Usage Threshold Belont Additional Hourly Rata (Hours) 3.0 2.0 2.0 2.0 2.0 2.0 2.0 2.0 2.0 20

x Aver"l!e Monthly Subscription Rale Per Hour (-5% per Yr) 53.80 53.70 53.52 53.34 53.17 $2.95 52.74 52.55 52.35 52.16

x 12 = Annual Carrier Fees 1.2 8.3 14.6 20.7 23.3 26.9 24.3 19.0 10.7 0.0

% Change 585.8% 76.5% 42.1% 12.2% 15.8% -9.7% -22.1% -43.6% -100.0%

Total AOL Franca Subocrlptlon Revonue. 82.9 114.9 178.4 229.4 289.8 296.4 308.9 308.2 295.0 277.6

% Change 82.5% 53.5% 30.0% 17.6% 9.8% 3.5% 0.4% -4.3% -5.9%

EqUivalent Flat Monthly Fee 514.88 514.40 $13.80 $13.05 512.22 511.41 510.37 $9.37 $8.22 5714

% Chanoe -3.2% -4.1% -5.5% -6.3% -6.6% -9.1% -9.7% ·12.3% -13.2%

Source. Credit Lyonnais Securities estimates
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Exhibit 79: AOL France Advertising and E·Commerce Revenue Projections.._-. ",n" - 2UII'11: lVUZIO - 2lJ04E 2G05I: 2U01I: 200lI1:

Advertising and E-Comrnerce Fees:
AdvertIsing

Average Subscribers 0353 0665 1065 1465 1840 2165 2.465 2.740 2990 3240
x Average Monthly User Sessions per Average Subscriber 225 24.0 255 270 28.5 300 315 330 345 360
x Average Page Views per Session 105 121 12.7 133 140 14.5 151 15.7 164 170
x 12 = Total Page Views In AOL Subscription Areas 999.3 2.3126 4.1319 6.3190 8.7963 11.330.5 14.0874 17.0609 20.242 3 23.804 0

Non-Subscnption Areas
Aggregate Average Monthly Unique Visitors 04 05 05 05 06 06 0.6 0.7 07 08
x Average Monthly User Sessions per UOIQue Visitor 30 3.2 33 3.6 38 39 41 43 46 48
l( Average Page Views per SessIon 5.3 5.7 60 63 66 6.8 7.1 7.4 77 80
)( 12 ::: Total Page Views in Non-Subscnber Areas 803 984 1171 143.5 H08 1977 2289 262.4 3009 3450

Total AOL Page Views 1.0797 2.4110 4.249.0 6.4625 8.9671 1'.5282 14.3'6.3 17.323.3 20.543.2 24. '490

x Advertising Revenues Per Page View (.... 10% Yr) 5700 $8.40 59.66 51063 511.69 512.62 513.63 $14.72 $'590 5H 17
Tatal Advertising Revenues 7.6 20.3 41.0 63.7 104.8 145.5 195.2 255.1 326.7 414.7

% Change 168.0%. 102.7% 67.3% 52.6% 38.8% 34.1% 307% 28,1% 270%>

E-Commerce Fees:
Commerce Site Page Vlews-% of Total Annual Page Views 0.1% 0.2% 0.3% 0.4% 0.4% 0.5% 0.5% 0.6% 0.6% 07%
Page Views on Commerce Sites

"
4.8 11.7 226 38.1 548 75.2 996 128.4 1630

x Take Rate {%l Weighted by Quantily Purchased per Purchase 20.0% 20.5% 21.5% 22.5% 23.5% 24.5% 25.5% 26.5% 27.5% 28.5%
::; Total E-Commerce Purchases 0.2 1.0 2.5 5' 9.0 13.4 19.2 26.4 35.3 465

)( A....erage PurchaseJOowrnoad Price 525.00 52600 $26.78 527.58 528.41 $29.26 $30.14 531.05 53198 532.94
::; Total E~CommercePurchases ($ millions) 5.4 25.7 67.3 140.4 254.4 392.6 577.7 819.5 1.129.1 1.5301
x AOL Commissions (%) 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0%
• AOL E-Commerc. F••• 0.5 2.6 6.7 14.0 25.4 3'.3 57.8 81.9 112.' 153.0

% Change 376.1% 161.8% 108.7% 81.3% 54.3% 47.1% 41.9% 37.8% 35.5%

Total Adverti.lng and E-Commerce F... 8.1 22.6 47.8 82.7 130.3 184.8 252.9 337.0 439.6 567.8
% Change 181.8% 109.3% 73.1% 57.5% 41.9% 36.9% 33.2% 30.4% 29.2%

Source: Credit Lyonnais Securities estimates

Exhibit 80: AOL France Income Statement Projections
.... ._. -

Revenues:
SubscriptIon 62.9 114.9 176.4 229.4 269.8 296.4 306.9 308.2 295.0 277 6
Advertising, E-Commerce Fees and Other Revenues

Advertising 7.6 20.3 41.0 68.7 104.8 145.5 195.2 255.1 326.7 414.7
E-Commerce 0.5 2.6 6.7 14.0 25.4 39.3 57.8 81.9 112.9 1530

Total Advertising and E-Commerce Fees 8.1 22.8 47.8 82.7 130.3 184.8 252.9 337.0 439.6 567.8
Total Consolidated AOL France Revenue. 71.0 137.7 224.1 312.1 400.1 481.2 559.8 645.2 734.6 845.4

% Change 93.9% 62.8% 39.2% 28.2% 20.3% 16.3% 15.3% 13.9% 15.1%

Costs of Revenues 146.2\ 1854\ 1132.2\ 1174.8\ 1216.0\ 1255.01 1291.1\ 1329.1\ 1371.0\ i422.7
Gross Profit 24.9 52.3 91.9 137.3 184.0 226.2 263.7 3161 363.6 4227

% Margin 35.0% 38.0% 41.0% 44.0% 46.0% 47.0% 48.0% 49.0% 49.5% 50.0%
% Change 110.5% 75.8% 49.4% 34.0% 22.9% 18.8% 17.7% 15.0% 16.2%

Other Operahng Costs
Sales and MarketIng (159) (290) 145.1) (60.2) (71.8) 180.2) 186.8) 191.7) (95.0) (978)

Sales and Markellng per Average Analog Subscriber 154500) (543.65) (542.34) 154107) ($39.02) ($37.07) (535.21) ($33.45) 153178) ($3019)

Producl Development 182) 114.8) 123.0) (304) 137.01 142.1) 146.2) 150.0) (53.3) (571)

General and Administrative (71) 18.5\ 19.51 110.51 111.61 112.21 113.01 113.61 114.61 (15.5

Total (311) 52.4 77.6 lOU 120.4 134.6 146.0 155.4 162.9 H03
EBITDA 16.3) 10.0) 14.3 36.2 63.7 91.6 122.7 160.7 200.8 252.3

% Margin ·8.8% 00% 6.4% 11.6% 15.9% 190% 21.9% 24.9% 27.3% 29.9%

% Change -99.6% -56378.2% 153.5% 75.9% 43.8% 34.1% 30.9% 24.9% 25,7%

Depreclahon and Amortization 14.5\ (7.2\ 112.11 116.01 117.01 (18.4) (19.5) (20.4\ 121.11 121.7

Operating Incom. (10.8) (7.2) 2.2 20.2 46.7 73.1 103.2 140.3 179.6 230.6

'% Margin ·15.2% -5.2% 10% 6.5% 11.7% 15.2% 18.4% 21.7% 24.5% 273%

% Change ·33.3% -129.9% 838.0% 130.5% 56.7% 41.1% 35.9% 28.0% 284%

Net Interest Expense (0.7) (2.3) 13.9\ 14.11 (1.91 1.7 6.2 12.8 21.7 33.4

Pretax 'ncome (11.5) (9.5) (1.8) 16.2 44.7 74.8 101.4 153.1 201.3 ZOU
% Margfn -16.2% ·6.9% -0.8% 5.2% 11.2% 15.5% 19.5% 23.7% 27.4% 31.2%
% Change -H.l% -81.6% ·1021.2% 176.8% 67.2% 46.3% 39.9% 31.50/. 31.1%

Source: Cred,t Lyonnais securities estimates
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Exhibit 81: AOL France Margin Analysisc.__ 1_ - ZUV1~ 2lllI2E - - 2__
20_

Gross Margin 35.0"/" 38.0% 41.0%, 44.0%. 46.0% 470% 48.0% 490% 495~/o 500',

Operating Costs as a % of Revenues
Sales and Marketing 22.3% 211% 20.1% 193% 17.9'!-o 167%, 155% 14.2% 12.9% 11 6~'o

Product Development 11.5% 10.8% 10.3% 98% 93% 8.8% 83% 78% 7,3% 68"·,
General and AdminIstrative 10.0% 6.2% 4.3% 34% 2.9°/0 25% 2.3% 21°/J 20% '8%

Total 43.8% 38.0% 34.6% 324% 30.1% 2B.0% 261", 241%, 22.2% 20 1°~

EBITDA Margin -8.8% 0.0% 6.4% 11.61tf. 15.9% 19.0% 21.9°/. 24.9% 27.3% 29.9%

Source: Credit Lyonnals Securities estimates

Exhibit 82: AOL France Cash Flow Projections.- .- - .- -- - .- - 0IIIIIn -
Pretax Income (11.5) (9.5) (1.8) 16.2 44.7 74.8 109.4 153.1 201.3 264.0
Depreciation and Amortization 4.5 7.2 12.1 16.0 17.0 18.4 19.5 20.4 21.1 21 7
After-Tax Cash Flow (7.0) (2.4) 10.4 32.1 61.8 93.2 129.0 173.5 222.5 285.7

Capiial Spending 110.71 120.71 126.9\ 120.01 120.01 120.0\ 120.0\ 120.01 120.0\ 120.0
Free Calh Flow (17.6) (23.0) (16.5) 12.1 41.8 73.2 109.0 153.5 202.5 265.7

Nel Debt:
Beginning 0.0 (17.6) (406) (57.2) (45.0) (3.3) 69.9 178.9 332.4 5349
Ending (17.6) (40.6) ~~72) ~~~:~~

(3.3) 69.9 178.9 332.4 534.9 800.6
Avet'aoe (8.8) i29.1) 48.9\ (24.2) 33.3 124.4 255.7 433.6 667.7

Source: Credit Lyonnals Secuntoes estimates

Exhibit 83: AOL France Depreciation Schedule

"",". '. -
Beginning PP&E 12.0 20.3 36.9 56.4 65.1 72.1 n.7 82.1 85.7 86.6

Capital Spending 10.7 20.7 26.9 20.0 20.0 20.0 20.0 20.0 20.0 20.0
Acqulfed PP&E

(16.0\ 117.0\ 118.4\Depreciation (4.5) 17.2) 112.1\ (19.5) 120.41 (21.1) (21.7)

Source: Credit Lyonnais Securitoes estimates
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Exhibit 84: AOL France DCF Valuation

1HH - 200fE 2UG2£ 2OO3E - - - 2001E 2001lE

F~ee Cash Flow (176 1 (230) (1651 '21 418 73.2 '090 1535 2025 2657
Add After-Tax Inlerest (0 if Net Cash' 07 2.3 3.9 41 19 0.0 0.0 00 0.0 c' J
Free Cash Flow to Firm (FCFF) (16.9) (20.1) (12.6) 16.2 43.1 73.2 109.0 153.5 202.5 2657

% Change 222% -39.0% ·228.6% 169.4% 67.6% 48.8% 40,9%, 319% 31F

Assumptions:

TermInal Growth Rate 11.5%
WACC 14.6%
Terminal 32.3x

Years to Discount 2 4 5 6 7 8 9
1 3 4 5 6 7 <l
0 2 3 4 5 6 7

1 2 3 4 5
0 1 2 3 4

0 1 2 3
0 1 2

0 ,
0

Present Value of FCFF (16.9) (1811 (97) 10.9 25.9 38.0 49.6 6'.3 71.0 817
(20.7) (11.1) 12.5 29.5 43.4 56.6 69.9 80.9 932

(126) 14.2 33.6 49.4 645 79.7 92.2 106.2
16.2 38.3 56.3 73.6 90.9 105.1 '2' ,

43.1 64.2 83.8 103.6 119.9 '380
73.2 95.6 118.1 136.7 1573

109.0 134.7 155.8 1794
153.5 177.6 204 5

202.5 2331
265.7

Sum of Present Value or FCFF Stream 293.7 354.2 427.3 SOI.5 553.3 580.9 578.8 535.6 435.5 265.7
Present Value of Tenninal Value 2,928.1 3,338.0 3,805.4 4,338.1

4,~;:~\
5,637.8 6,427.1 7,326.9 8,352.7 9.522.0

Ending Net Cash (Debt) !17.6' !40.6' '57.2\ !45.0\ 69.9 178.9 332.4 534.9 800.6
Net Pre.."' Value 3,204.2 3,151.6 4,175.5 4,7114.6 5,415,4 6,211.7 7,1"'" 8,194.9 9,323.1 10.588.4

% Chanoe 14.0% 14.3% 14.8% 14.6% 14.4% 14.2% 14.1% 13.8% 13.6%

Source: CredIt Lyonnals Securities estimates

Other AOL Europe Territories

Exhibit 85: AOL Europe (Other Territories) Subscription Revenue Projections
, .-.- -

Subscription Revenues:
Subscribers (millions):

Beginning 0.100 01SO 0300 0.700 1.300 1.900 2.440 2.926 3363 3.757
Additions O.OSO O.ISO 0400 0.600 0.600 0.540 0.486 0.437 0.394 0354
Ending o ISO 0300 0.700 1.300 1.900 2.440 2.926 3.363 3.751 4 111

Average 0.125 0.225 0.500 1.000 1.600 2.170 2.683 3.145 3.560 3.934

Weighted Average Subscription Rate S25.00 S24.OO S2280 S21.86 S20.36 SI8.94 S17.42 S16.03 $'4.42 51298
-3.0% -4.0% -5.0% -5.0% -6.0% -7.0% -8.0% -8.0% -10.0% -10.0°/0

Total AOL Subscription Revenues 375 64.8 136.8 259.9 390.9 493.1 560.9 604.8 6162 6129

% Change 72.8% 1111% 90.0% SO.4% 26.1% 137% 7.8% 19% ·05%

Carrier Fees:
Usage:

Average Subscribers 0.125 0.225 0500 1.000 1.600 2.170 2.683 3.145 3.560 3.934

l( Average Daity Connecttons 0.5 0.7 0.8 0.8 0.9 0.9 1.0 1.0 11 11

l( Average Monthty Comections per Average Subscriber 15.0 21.0 22.5 240 25.5 27.0 28.5 300 31.5 330

x Average Durabon of Conneelion (Minutes) 12.0 145 16.0 17.2 18.1 19.0 19.9 20.9 22.0 231

=Average Usage per Subscriber Per Month 1800 304.5 3589 4134 461.2 512.8 568.3 628.1 692.5 7618

x Average Monthly Subscript"'" Rate Per Minute (-5% per Yrl $0.02 $002 $002 SO.02 $0.01 SO.OI $0.01 SO.Q1 SO.Q1 S001

)( 12 :: Annual Carrier Fees 5.4 15.6 38.9 80.6 129.5 175.7 216.7 252.6 2838 310.5

% Change 189.3% 148.8% 107.4% 60.7% 35.7% 23.3% 16.6% 12.3% 9.4%

Total other AOL Europe Sublcriptlon Revenuel 42.9 80,4 175.7 34G.5 SZU HU nT.S 857,4 1100.0 923.4
% ChanQe 87.5% 118.4% 93.8% 52.8% 28.5% 16,3% 10.3% 5.0% 2.6%

Source: Credit Lyonnals Secuntoes estimates
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Exhibit 86: AOL Europe (Other Territories) Advertising and E·Commerce Revenue Projections

( 1- ,_ - zuu,.. - :lOO31i - ~.. ZUU7Ii 2001E

Advertising and E-ColTlmerc:e Fees

Advertlsmg
Average Subscnbers 0125 0225 0500 1000 1600 2.170 2683 3145 3560 3934

)( Average Monthly User Sessions per Average SubscnbEM'" 150 210 22.5 240 25.5 27.0 28.5 300 31 5 33 Q
x Average Page Views per Session ".0 12 1 13.3 14.0 14.7 153 159 165 172 179
x 12 :::; Tota! Page Views In SUbsCf1ptlon Areas 247.5 686.1 1.7%.9 4.024.9 7.1845 10.7299 14.5636 18.686 9 23.1025 27.8;" 8

Non-Subscription Areas
Aggregate Average Monthly Umque ViSitors 1.1 1.2 13 1.4 1.6 1.6 1.7 1.8 19 20
x Average Monthly User Sessions per UniQue Vlsilor 33 35 3.7 40 4.2 4.4 47 49 51 54
x Average Page VieYiS per Session 54 58 61 64 68 7.0 73 76 79 82
x 12 :::; Tolal Page Views In Non-Subscriber Areas 235.2 3004 3643 4462 531.3 615.0 711.8 8162 9358 1073 0

Total AOl Page Views 4827 9865 2.161.2 4.471.1 7.7158 11.344.8 15.275.5 19.503.1 24.038.4 28.88 7 8

x Advertising ReverlUes Per Page View (+100/0 Yr) 5670 $8.04 59.65 511.58 513.31 514.65 51582 517.08 S18.45 51993
Total Advertising Revenues 3.2 7.9 20.9 51.8 102.7 166.2 241.6 333.2 443.5 575.6

% Change 145.2% 162.9% 148.3% 98.5% 61.7% 45.4% 37,9% 331% 298%

E-Commerce Fees"
Commerce Site Page Views-% of Total Annual Page Views 0.1%. 0.1% 0.2% 0.3% 0.5% 0.6% 08% 0.9°/0 1.1% ~2%

Page Views on Commerce Sites 04 1.2 49 14.5 36.7 70.9 1184 180.4 2584 3394
J; Take Rate (%) Weighted by Quantity PurdlaSed per Purchase 20.0% 20.5% 21.5% 22.5% 23.5% 24.5% 25.5% 26.5% 27.5% 285%
=Tated E~Commerce Purchases 0.1 0.3 1.0 3.3 8.6 17.4 30.2 478 71.1 %.7

J; Average Purchase/Oowmoad Pnce 52500 526.00 526.78 527.58 528.41 529.26 530.14 531.05 $31.98 53294
= Tota4 E~Commerce Purchases ($ millions) 1.8 6.6 28.0 90.2 244.7 508.4 909.9 1.484.2 2.272.4 3.186.2
x AOL CommISSions (%) 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0%
::I ACL E..commerca F... 0.2 0.7 2.8 9.0 24.5 SO.8 91.0 148.4 227.2 318.6

% Change 263.1% 326.0% 222.1% 171.3% 107.7% 79.0% 63.1% 53.1% 40.2%

Total Adverti.lng .nd E-Commen:. F... 3.4 8.6 23.7 60.8 127.2 217.0 332.6 481.6 670.7 894.2
% Chanoe 151.5% 175.4% 157.0% 109.3% 70.6% 53.3% 44.8% 39.3% 333%

Source: Credit Lyonna,s Securities estimates

Exhibit 87: AOL Europe (Other Territories) Income Statement Projections
.•< **1't -",,~ -

Revenues:
Subscription 42.9 80.4 175.7 340.5 520.4 668.8 777.6 857.4 900.0 923.4
Advertising, E·Commerce Fees and Other Revenues

Advertising 3.2 7.9 20.9 51.8 102.7 168.2 241.6 333.2 443.5 575.6
E~Commerce 0.2 0.7 2.8 9.0 24.5 50.8 91.0 148.4 227.2 318.6

Total Advertising and E·Commerce Fees 3.4 8.6 23.7 60.8 127.2 217.0 332.6 481.6 670.7 894.2
Total Consolidawd Other AOL Europe Revenue. 4&.3 89.0 '".3 401.3 847.8 885.8 1,110.2 1,339.0 1,570.8 1,817.6

% Change 92.2% 123.9% 101.3% 61.4% 36.8% 25.3% 20.6% 17.3% 157%

Costs of Revenues 1324' (61.4) (135.5) 1268.9 t427.4\ (580.21 1721.6\ (8637\ 11.0053 1.154.2
Gross Profit 139 27.6 63.8 132.4 220.2 305.6 388.6 4754 565.5 863.4

'% Margin 300% 31.0% 32.0% 33.0% 34.0% 34.5% 35.0% 35.5% 36.0% 36,5%

% Change 986% 131.2% 107.6% 68.3% 38.8% 27.2% 22.3% 190% 17.3%

Other Operating Costs
Sales and Marketing (5.6) (12.2) (25.7) (48.7) (74.1) (95.4) (112.1) (124.81 (134.3) (140.9)

Sales and MarketIng per Average Analog Subscnber 1545.001 (554.00) (551.30) (548.74) (546.30) 1543.98) (54178) (S39.69) IS3771) (535.82)

Prcx:luct Deve10pmenl (6.7) (11.1) (21.9) (38.1) (55.0) 170.9) (83.3) (93.7) 1102.1) (1091)

General and AdmInIstrative 15.6) 6.7 75 8.2\ 19.0 19.6\ 110.2\ 110.8\ 1114) 112.1
Tolal 17.9 299 55.0 95.1 138.2 175.9 205.5 (229.3\ 1247.8 2621\

EBITDA (4.0) 12.4) 8.7 37.4 82.0 129.7 183.0 246.0 317.7 401.3

% Margin -86% -2.6% 4.4% 9.3% 12.7% 14.6% 16.5% 18,4% 202% 22.1'%

% Change 327.5% 119.6% 58.1% 41.1% 344% 291% 263%

Depreciation and Amortization 1167} 115.8 17.3 20.0\ 120.2) 120.7\ 121.21 (215) (21.8) 122.1
Operatjng Income (20.7) (18.2) (8.8) 17.4 61.8 109.0 181.8 224.5 295.9 379.3

% Margin 44.6% ·20.4% -43% 4.3% 9.5% 12.30/. 14.6% 16.8% 18.8% 20.9%

% Change 255.8% 76.2% 48.5% 38.7% 318% 28.2%

Net Interest Expense lOS' (1.7) (3.2) 13.3 0.2\ 4.3 11.6 22.2 36.8 56.2

Pretax Income (21.2) (19.9) (11.8) 14.1 6t.6 113.3 173.4 246.7 332.7 435.4

% Margm 45.7% -22.4% -5.9% 3.5% 9.5% 12.8% 15.6% 18.4% 21.2% 24.0%
% Chanoe 337.6% 83.8% 53.1% 42.2% 34.9% 30.9%

Source: Credit Lyonnals Securities estimates
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Exhibit 88: AOL Europe (Other Territories) Margin Analysis

r--'Ili', ,
! !

1_ - ""'"I: _IE ZUlI3IE - - ..-1: 2007E 2001E

Prela" Income l21.21 119.91 11181 14 1 616 113.3 173.4 246 ? 3327 435 -1
DepreCiatIOn and AmortIzation 16.7 158 17.3 200 20.2 207 2'2 215 218 2.2 1

After·Tax Cash Flow (4.5) (4.1) 5.6 34.1 81.8 134.0 194.6 268.2 354.5 4575

CapItal Spending 18.31 113A\ 239 ('9.1) ('9.11 119.11 (1911 19.11 119.n 1191
Free Cash Flow (12.9) (17.4) (18.3) 14.9 62.7 114.9 175.5 2491 335.4 438.3

Net Debt

Beginning 00 (12.9) (30.31 (48.6) 133.7) 29.0 143.9 3194 5685 9038
Ending (129\ 130.3) (48.6) (3371 29.0 143.9 319.4 568 5 9038 1,3422
Averaae (64) (2'61 139.51 (41.2) (2.3) 86A 231.6 443.9 7362 1 123 0

Source: Credit Lyonna,s SeCUrities estimates

Exhibit 89: AOL Europe (Other Territories) Cash Flow Projections
..- - . ....,. -- - _. - - .......IE -

Pretax InCXJme (21.2\ (199) (11.8) 14.1 61.6 113.3 173.4 246.7 332.7 435.4
Depreciation and Amortization 167 15.8 17.3 20.0 20.2 20.7 21.2 215 2'.8 22.1
Atter·Tax Cash Flow (4.5) (4.1) 5.6 34.1 81.8 134.0 194.6 268.2 354.5 457.5

Capital Spending (8.31 (13.4\ 123.9\ 19.1\ 119.1\ 119.1\ 1191 (19.1\ 19.1 1191
Free Calh Flow (12.9) (17.41 (18.3) 14.9 62.7 114.9 175.5 249.1 335.4 438.3

Net Debt
Beginning 0.0 (12.9) (30.3) (48.6) (33.7) 29.0 143.9 3194 568.5 9038
Ending (12.9) (30.3) (48.6) (33.7) 29.0 143.9 319.4 5685 903.8 1.342.2
Averaae (641 (21.61 (39.5) (412) (2.3) 86.4 231.6 443.9 736.2 1.1230

Source: Credit Lyonnais Securities estimates

Exhibit 90: AOL Europe (Other Territories) Deprecl8tlon Schedule, .~:~ - -
Beginning PP&E 75.0 68.3 68.0 78.3 81.8 84.6 86.8 88.6 90.0 91.1

Capttal Spending 8.3 13.4 23.9 19.1 19.1 19.1 19.1 19.1 19.1 19.1

Acquired PP&E
(20.0) (20.2) (20.7) (21.2)Depreciation (167) (15.8) (17.3) (2'.5) (21.8) (22.1)

Source: Credit Lyonnals Secunttes estimates
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Exhibit 91: AOL Europe (Other Territories) DCF Valuation,,- 1_ - 2lIlI1E :zoo:lE - - - --
Free Cash Flow (12.9\ /17.4) {1831 14.9 627 1149 1755 249 , 335' 438.]
A,jd: ANer- Tax Interest (0 If Net Cash) 05 17 32 33 0.2 00 00 00 00 00
Free Cash Flow to Firm (FCFFI (12.3) (15.71 (15.21 18.2 62.9 114.9 175.5 249.1 335.4 438.3

% Change 2452% 82.7~'g 527% 41.9"io 34.6°'0 30 I',

AssumptIons
Terminal Growth Rate 12,0%
WACC 14.8%
Terminal 35.1x

Years 10 DIscount 0 2 5 8 9
1 4 7 8
0 3 6 7

2 5 6
1 4 5
0 3 •

2 3
1 2
0 1

0

Presenl Value of FCFF (12.3) (13.8) (11.7) 12.3 37.2 59.7 79.9 99.5 117.6 134.8
(15.7) (13.3) 14.0 42.4 680 911 113.5 134.0 153.7

(15.2) 16.0 48.4 77.5 103.9 129.4 152.8 175.2
18.2 55.2 88.4 118.4 147.5 174.2 199.7

62.9 100.8 135.0 168.1 198.6 227.7
114.9 153.9 191.7 226.4 259.5

175.5 218.5 258.1 295.9
249.1 294.2 3373

335.4 384.5
438.3

Sum 01 Present Value Of FCFF St"",m 503.3 587.8 688.0 801.6 893.1 946.4 947.9 880.6 719.9 438.3
Present Value of Terminal Value 5.254.2 5.989.8 6.828.4 7.784.4 8.874.2 10.116.6 11,532.9 13.147.5 14.9882 17.086.5
Ending Net Cash (Debt) /12.9\ /30.3\ /48.6\ /33.7\ 29.0 143.9 319.4 568.5 903.8 1.342.2
Net Pre....1 Value 5.744.7 6.547.3 7,467.6 ••552.3 '.716.3 11.206.' 12,600.2 14,596.6 16.611.9 1••667.1

% Chance 14.0% 14.1% 14.5% 14.5% 14.4% 14.2% 14.0% 13.8% 13.6%

Source: Credit Lyonnals Secunlles estimates

CompuServe Europe

Exhibit 92: CompuServe Europe Subscription Revenue Projections
~ :zwm' -

SUbscription Revenues
Subscnbel'S (millions)"

Beginning 0.750 0.825 0.925 1.015 1.096 1.169 1.227 1274 1311 1.341
Addillons 0075 0.100 0.090 0.081 0.073 0.058 0.047 0.037 0.030 0.024
Ending 0.825 0.925 1.015 1.096 1.169 1.227 1.274 1.311 1341 1.365
Average 0.788 0.875 0.970 1.056 1.132 1.198 1.251 1.293 1326 1353

Wetghted Average Subscnpl10n Rate S18.00 S17.46 S16.76 S16.09 $15.13 S14.07 SI2.94 S1191 $10.72 S9.64
-3.0% -40% -4.0% -6.0% -7.0% -6.0% -8.0% -10.0% ·100%

Tolal Subscnpllon Rellenues 1701 183.3 1951 2038 205.5 202.2 1942 184.7 170.5 156.6

% Change 7.8% 6.4% 4.5% 0.9% -1.6% -4.0% -4.9% -7.7°/0 -8.2%

Carner Fees:
Usage:

Average Subscribers 0.788 0.875 0.970 1.056 1132 1.198 1.251 1.293 1.326 1.353
x Average Daily Conneclions 0.7 0.8 0.9 0.9 0.9 1.0 1.0 10 1.0 10
x Average Monthly Connections per Average Subscriber 19.5 240 25.5 27.0 278 28.5 29.3 30.0 30.0 30.0

x A....erage Duration of Connection (Minutes) 12.0 14.5 16.0 17.2 18.1 19.0 199 20.9 22.0 231
:: Average Usage per Subscriber Per Month 234.0 3480 406.7 465.1 501.9 541.3 583.3 628.1 659.6 692.5
x Average Monthly Subscription Rate Per Minute (-5% per Yr) SO 02 $0.02 $0.02 $O.Q2 SO 01 SO.01 $0.01 SO.OI SO.01 SO.OI

x 12 :::: Annual Canier Fees 44.2 69.4 85.5 95.7 99.7 102.4 103.7 103.8 100.7 971

% Change 57.0% 23.1% 12.0% 4.2% 2.7% 1.2% 0.2% -3.0% -3.6%

Tota. CompuS-rve Europe Subscription Revenues 214.3 252.8 280.6 29'.5 305.3 304.6 297.9 211.5 271.2 253.7

% Change 17.9% 11.0% 6.8% 1.9% .0.2% -2.2% -3.1% -6.0% -6.5%
Source. Credit Lyonnals Secunl,es estimates
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Exhibit 93: CompuServe Europe Advertising Revenue Projections
II mIlI......1 1!ll1E - - - - _:II: :MIT~ 200...

AdvertisIng and E-Commerce Fees
Advertising:

Average Subscribers 0.788 0.875 0.970 1.056 1132 1198 1.251 1293 1 326 1 353
}t Average Monthly User SesSIOns per Average SubScriber 195 24.0 255 27.0 278 28.5 293 300 30.0 300
x Average Page Views per Session 143 15.7 17.3 16.2 19.1 19.6 20.6 215 223 232
x 12 = Total Page Views In SubSCription Areas 2.6351 3.9640 5.135.9 6.213.2 7.1939 8.1290 9.0566 9.9850 10.6542 " ,3049

x Advenlsing Revenues Per Page View j ·'0% Yn 55.50 5633 5727 58.36 59.20 5994 51073 511 59 51252 51352
Total Advertising Revenues 14.5 25.1 37.4 52.0 66.2 80.8 97.2 115.7 133.4 152.8

% Change 73.0% 49,0% 391% 27.4% 22.0%, 20.3% 191% '5_2~'o 146'%

E-Comrnerce Fees'

Commerce SIte Page Views-% of Tolal Annual Page Views 0.1% 0.10/0 0.2% 0.2% 0.3% 0.3% 0.4% 04% 05% 05%
Page Views on Commerce Sites 1 3 4.0 7.7 12.4 18.0 244 317 399 479 56.5
x Take Rate (%) Weighted by Quantlty Purchased per Purchase 20.0% 20.5% 21.5% 22.5% 23,5% 24.5% 255% 265% 275% 28.5%
= Total E-Commerce Purchases 0.3 0.8 1.7 2.8 42 6.0 81 106 132 161

x Average Purchase/Download Price $40.00 $41.60 $42.85 $44.13 $45.46 $46.82 $48.23 $49.67 55116 55270
= Total E-Commerce Purchases ($ mijhonsl 10.5 33.6 710 123.4 192.1 279.7 369.6 5257 6746 8489
x CompuServe Commissions {%) 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 100% 10.0% 10.0% 10.0%
=e.commerce Fee. 1.1 3.4 7.1 12.3 19.2 28.0 39.0 52.6 67.5 84.9

% Change 220.7% 109.9% 73.9% 55.70/. 45.6% 39.3% 34.9% 28.3% 258%

Total Advertising and e-Commerce Fees 15.5 28.5 44.5 64.3 85.4 108.8 136.2 188.3 200.8 237.7
% Chanoe 83.0% 56.2% 44.7% 32.8% 27.3% 25.2% 236% 19.3% 18.4%

Source: CredIt Lyonna,s Secunties estimates

Exhibit 94: CompuServe Europe Income Statement Projections - ::IW1a -
Revenues:

Subscription 214.3 252.8 28M 299.5 305.3 304.6 297.9 288.5 271.2 253.7
Advertising. E-Commerce Fees and Oth... Revenues

Advertisin9 14.5 25.1 37.4 52.0 66.2 60.8 97.2 115.7 133.4 152.8
E·Commerce 1.1 3.4 7.1 12.3 19.2 28.0 39.0 52.6 67.5 84.9

Totet Advertising and E-Commerce Fees 15.5 28.5 44.5 64.3 85.4 108.8 136.2 168.3 200.8 2377
Total Conaolld.ted CompuS.",. Europe R.-.u•• 221.9 281.2 325.0 383.8 310.7 413.4 434.0 488.8 472.0 491.4

% Change 22.3% 15.6% 11.9% 7.4% 5.8% 5.0% 5.2% 3.3% 4.1%

Costs of Revenues (147.11 1168.71 1188.5) 1203.7) 1211,0) 1215.0) 1221.4) 1228.4) 1231.31 1235.9
Gross Prufit 82.8 112.5 136.5 160.1 179.7 198.4 212.7 228.4 240.7 255.5

% Margin 36.0% 40.0% 42.0% 44.0% 46.0% 48.0% 49.0% SO.O% 51.0% 52.0%
% Change 35.9% 21.4% 17.3% 12.3% 10.4% 7.2% 7.4% 5.4% 6.1%

Other Operating Costs:
Sales and Marketing (23.6) (256) (27.7) (29.3) 130.9) (32.0) (32.7) (33 11 133.31 (33.3)

Sales and Markeling per Average Analog Subscriber (530.00) ($29.25) ($28.52) ($27.81) 1$27.25) 1526.70) 1$26171 1525.65) (52513) 1524.63)

Product Development (26.4) (30.2) (33.3) (35.5) 136.1) (36.2) (358) (354) (34.2) 133.2)
General and AdmInistrative (23.0) 127.6) 130.91 (34.0) /37.4\ /39.61 142.01 144.5 147.2\ 150.0

Total 730 83.4 91.9 98.8 1044 107.8 110.5 113.1 114.7 1165
EBITDA 9.7 29.1 44.6 61.3 75.3 90.6 102.1 115.3 126.0 139.0

% Margin 4.2% 10.3% 13.7% 16.8% 19.3% 21.9% 23.5% 252% 26.7% 28.3%
% Change 199.5% 53.5% 373% 22.9% 20.3% 12.7% 129% 9.2% 10.3%

DepreCiation and AmortIzatIon (174 22.7 26.51 /2801 128.11 /28.81 /29.2\ 129.6\ /29.91 1302
Operating Income (7.61 6.4 18.1 33.2 47.2 61.9 72.9 85.7 96.0 108.8

% Margin -3.3% 2.3% 5.6% 91% 12.1% 15.0% 16.8% 188% 203% 221%

% Change 184.0% 83.4% 41.9% 31.1% 17.8% 17.6% 12.1% 13.3%

Net Interest Expense /1.1\ 12.7\ /2.71 /0.91 1.5 4.5 8.4 13.1 18.6 25.0

Pretax Income (8.8) 3.7 15.4 32.3 48.7 66.4 81.3 98.8 114.6 133.8

% Margin ·3.8% 1.3% 4.8% 8.9% 12.5% 16.1% 18.7% 21.6% 24.3% 27.2%

% Chanoe 314.7% 109.2% SO.8% 36.3% 22.4% 215% 16.1% 167%

Source: Credit Lyonnals Secunties estimates
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Exhibit 95: CompuServe Europe Margin Analysis,- - ZUlnI: - ;zuQ;JI: - - ZUU7l: zuoae

Gross MargIn 36.0°/0 400% 42.0% 440% 46,0% 480", 49 O~'o 500'. 51.0ti, 520"0

Operating Costs as a % of Revenues
Sales and MarketIng 10,3% 91% 8.5% 8.1% 7.9%.. 7.7% 75% 73% 7 t~·, 68',
Product Development 11,5% 10.8% 10.3% 9.8% 9.3% 8.8% 83% 78% 73'" 6 8'·,
General and Adminislrative 100% 9.8% 9.5% 9.3% 9.6% 9.6'% 97% 9 7~i, tOOO~ to 2'·

Tolal 31.8% 29.7% 28.3'% 27.2% 26.7% 26.1% 255% 248°" 243%, 23.7',

EBITDA Margin 4.2% 10.3'/0 13.7-1. 16.8% 19.3% 21.9% 23.5'10 25.2'10 26.7% 28.3%

Source: Credit Lyonnals Securities estimates

Exhibit 96: CompuServe Europe Cash Flow Projections - - - ZIlll7l: -
Pretax Income (8.8) 3.7 15.4 32.3 48.7 66.4 81.3 98.8 1146 1338
Depreciation and Amortization 17.4 22.7 26.5 28.0 28.1 28.8 29.2 296 29.9 30.2
After-Tax Cash Flow 8.6 25.4 41.9 SO.3 76.9 95.2 110.5 128.4 144.6 164.0

Capital Spending (36.8) (36.6) (32.5) /26.0) (26.01 (26.0) 126.0) (26.01 126.01 1260
Free C.ah Flow (28.2) (10.1) 9.4 34.3 50.9 69.2 84.5 102.4 118.6 138.0

Net Debt:
Begiming 0.0 (28.2) (38.3) (28.9) 5.4 56.3 125.5 210.0 312.4 431.0
Ending (28.2) (38.3) (28.9) 5.4 56.3 125.5 210.0 312.4 431.0 569.0
Averaae (14.1) (33.3) (33.6) (1171 30.9 90.9 167.8 261.2 3717 500.0

Source: Credit Lyonnais securibes estimates

Exhibit 97: CompuServe Europe Depreciation SChedule _.
Beginning PP&E SO.O 76.8 98.0 110.9 114.7 117.8 120.2 122.2 123.7 125.0

Capital Spending 36.8 36.6 32.5 26.0 26.0 26.0 26.0 26.0 26.0 260
Acquired PP&E

(17.41 /22.7) (26.5) 128.01 (28.11 128.81 (29.2) (29.61 129.91 (3021Deorec:iation

Source: Cred~ Lyonnals securitIes estImates
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Exhibit 98: CompuServe Europe DCF Valuation
lS_ns - - ZllVn: 2OII2E 2lI03E - 2lIII!lE - 'Wilt:

Free Cash Flow (282, (10.11 9.4 343 509 692 845 '024 1186 '38 J
Add: After·Tax Interest (0 If Net Cashl , 1 27 27 0.9 00 00 00 00 00 00
Free Cash Flow to Firm (FCFF) (27.1) 17.5) 12.1 35.3 SO.9 69.2 64.5 102.4 118.6 138.0

% Change -72.4% -262.1% 1907% 44.2% 36.01% 22.2% 21.1°/) 15.8°/0 16 4~-o

Assumptions'
Terminal GroYith Rate '00',
WACC 14.6~'o

Terminal 21 Bx

Years 10 Discount 4 5 7 8 9
3 4 6 7 8
2 3 5 6 7
1 2 4 5 6
0 1 3 4 5

0 2 3 4
1 2 3
0 1 2

0 1

0

Present Value of FCFF 1271) (66) 9.3 23.8 30.1 35.9 38.5 409 416 424
(75) 10.6 27.1 34.3 41.0 43.9 466 474 484

12.1 30.9 39.1 467 SO.O 53.2 540 551
35.3 44.6 53.2 57.1 606 616 629

SO.9 60.7 65.0 69.1 70.2 717
69.2 74.1 78.8 800 817

84.5 89.8 91.2 931
102.4 1040 106.2

118.6 1211
138.0

Sum 01 PfllSent Vatue or FCFF Stream 229.0 291.9 341.3 375.3 387.6 383.9 358.7 312.6 239.6 138.0
Presenl Value 01 Terminal Value 1.024.5 1.167.9 1.331.5 1.517.9 1.730.4 1,972.6 2.248.8 2.5636 2.922.5 3.331.7
Minorny Imerest in Gennany (627) (73.0) (83.8) (94.7) (105.9) (117.8) (130.4) (143.8) (158.1) (173.5)
Ending Nel Cash (Debt) (28.2\ (38.31 i2Ui 5.4 56.3 125.5 210.0 312.4 431.0 569.0
HelP_Val... 1,182.6 1.:wI.5 1.510.2 1.803.' 2,081.4 2.314.1 2,117.2 3,044.' 3,43l5.0 3.885.2
%C_ 16.0% 15.7% 15.6% 14.7% 14.3% 13.7% 13.3% 12.8% 12.5%

Source: Credit Lyonnals Secunlies estimates

Asia/Pacific

The Asian Internet is characterized by growth amid change. Moreover, the individual
em-ironments for Internet growth in the region are diverse, with the number of ISPs In a
given country ranging from over 3,000 in Japan to only two in Mala\·sia.

Internet growth in the region has been hampered since the Asian economic crash of late
1997. The largest problem facing Asian ISPs was the devaluation of regional currencies,
which raised the costs of connecting to the North American Internet backbone, costs wluch
are normally denominated in dollars. In addition, intemationallinks, accounting for -WO'o of
ISP costs, haye risen substantially. Local ISP revenues, already under pressure due to
competition from new entrants, are billed in local currencies.

•\s an illustration of the impact of the economic slowdown on Internet growth, ofticials in

Thailand, one of the hardest-hit regions in Asia, were expecting Internet users in the country
to number one million b\- the end of 1997 (before the onset of the economic crisis). To

date, the number of Thai Internet subscribers is 500,000-600,000.

\X'ith most economies in the region at least showing signs of rumaround, the majori~' of
projections call for Internet usage to resume its rapid gro'W'th. Two other catalysts for

growth of Internet usage are the opposing forces of consolidation and deregulation. The fall
of Asian currencies due to the economic crisis hit regional ISPs hard and created an
environment ripe for takeovers, as did competing ISPs' needs to aggregate market share and
provide a wider range of content and services.
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.\t the same ume. the ,\,ian market I, bent.:titll1~ from l()n~-O\Trdue dere~ulatlOn Ilf !to

telecommUnICatlOn5 mdu5tnes. Histoncalh·. the dommant carner. whICh usualh' ,;tarred a, ;1

branch of the government. has remained protected from competitIon. The economIC
runnoil of the past two-plus I'ears has brought greater 1O\'okemelH from the \\'orld TraJe
OrgaOlZatlOn. which has qUIckened the pace of deregulatlon,

In sum, \\"e belie'e consolidation and deregulation \\lll ta\'or two types at ISP compeUtors in

.\sia (I) the well-capitalized, multi-se[\'ice prm'ider able to se[\·ice a broad market, and ~:j

the niche pla~'er focused on leading a particular market scgment. 111c middle tler. \\'C

anticipate. will face the greatest downside,

Overall, we expect the _-\Slan Internet market to resume liS rapid growth track.

Exhibit 99: Asia/Pacific Internet Population

Bangladesh
China
Hong Kong
India
Indonesia
Japan
Malaysia
New Zealand
PhilippInes
Singapore
South Korea
Sri Lanka
Taiwan
Thailand
Vietnam
Total AsI.no.ciflc·

• Includes Australia

Source: Computer Economics

7
3,565
1.950

835
125

1.650
725
635
375
835

1.950
16

2,650
265

10
35,029

127,118
1,246,872

6,847
1,000,849

216,108
126,182
21,376

3,662
79,346

3,532
46.885
19,145
22,113
60,609
77,311

3,057,955

14
43,950

2,574
2,985

228
44,750

1,075
768
683

1,240
5,681

43
3,550

555
335

114,383

Exhibit 100: Asia/Pacific E-Commerce Spending

4,000 ..-------------------------------------,

3,000

2000

1000

1999 2000 2001

• Other As. la/PaCIfic 23 48 90 '61

DTalwan 10 20 38 68

C South Korea 13 25 48 86

• ChIna 16 40 100 220

• Japan 117 234 459 789 1,262

a Japan .Chlna o Soulh Kore. eTatwan • Other AslalPaclic

Source: Computer Economics

272

116

145

440

1,944
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